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FAIR LABOR STANDARDS ACT 


THURSDAY, JULY 19, 1956 


House or REPRESENTATIVES, 
SUBCOMMITTEE OF THE COMMITTEE 
ON EDUCATION AND LaABor, 
Washington, D. C. 

The subcommittee met at 11:15 a. m., pursuant to notice, in 
room 429 of the House Office Building, Hon. Graham A. Barden 
(chairman) presiding. 

Present: Repseseanitives Barden, Wier, McConnell, and Velde. 

Also present: Fred G. Hussey, chief clerk; John O. Graham, 
minority clerk: James M. Brewbaker, general counsel; Kennedy W. 
Ward, assistant general counsel; and Russell C. Derrickson, chief 
investigator. 

The Cuarrman. The subcommittee will be in order. 

We are meeting this morning for the consideration of various bills 
now pending before the committee regarding extension of coverage 
of the Fair Labor Standards Act. 

Mr. Suffridge, I apologize to you for keeping you waiting but it 
was necessary because of a meeting of the committee. We will try 
to see that you have the time that you will require to make your 
presentation. 

Gentlemen of the committee, this is Mr. James A. Suffridge, 
president of the Retail Clerks International Association. At this 
time we will be glad to hear your statement, and will you further 
identify yourself for the beuaed: as you begin your statement. 


STATEMENTS OF JAMES A. SUFFRIDGE, PRESIDENT OF THE 
RETAIL CLERKS INTERNATIONAL ASSOCTATION, AFL-CIO; 
WILLIAM W. MAGUIRE, ASSISTANT TO THE PRESIDENT; S. G. 
LIPPMAN, GENERAL COUNSEL; AND J. H. BENNISON, RESEARCH 
DIRECTOR, OF THE RETAIL CLERKS INTERNATIONAL ASSO- 
CIATION, AFL-CIO 


Mr. Surrripce. My name is James A. Suffridge, president of the 
Retail Clerks International Association, AFL-CIO. I would like to 
first say that we did not find the waiting at all unpleasant, and we are 
happy to have an opportunity to appear this morning. 

On my left for the record, is Mr. William W. Maguire, and Attorney 
ae on my right, and our research man, Mr. Bennison. They 
will be here in the event of questions, but otherwise will not testify. 

The Cuarrman. Now, Mr. Suffridge, you may proceed in any way 
you desire. 
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Mr. Surrripce. I have a prepared statement and if anyone wishes 
to stop me at any time for questioning, of course, naturally, we are 
happy to try to answer any questions as we go along. And after 
we make our presentation, we will also answer any questions we can. 
I will not read the appendix, but I think this has been passed around 
to all committee members. (See appendix referred to, p. 17.) 

I am appearing for the purpose of urging that the present retail 
exemption found in section 13 (a) (2) of the Fair Labor Standards Act, 
relative to coverage, be eliminated and that the act be made appli- 
cable to large enterprises in the retail field which affect interstate 
commerce. 

It is not our intention to seek coverage over small local establish- 
ments. These, we believe, should remain primarily the concern of 
the various States. The bills introduced to amend the Fair [.abor 
Standards Act—H. R. 6647, 6648, 6653, 6656, 6660, 6663, 6664, 6683, 
6690, 6697—would accomplish this purpose. 

The Retail Clerks International Association represents approxi- 
mately 300,000 employees in retail stores throughout the United States 
and Canada. The membership is composed predominantly of em- 
ployees working in chain grocery stores, chain drug stores, department 
stores and chain variety and specialty stores. 

I would like to outline the position of the retail clerks relative to 
extension of coverage to large retailing operations in four parts, as 
follows: 

(1) The philosophy behind the law is supported amply by 
religious and social welfare proponents of minimum-wage and max- 
imum-hour legislation, and, in addition, humanitarian and welfare 
considerations were directly enunciated by the Congress in passage 
of the Fair Labor Standards Act in 1938 and when it was amended in 
1949. 

(2) The several retail coverage bills previously mentioned c 
forward the historical concern of Congress to exempt small retail 
enterprises and provide an administratively clear definition of those 
large retail enterprises which may be considered as coming under the 
commerce clause. 

(3) We do not believe that large-scale business operations should 
be indirectly subsidized by the wage relief inherent in substandard 
wages or that Congress subscribes to any such philosophy. 

(4) Retailing today is a multibillion dollar industry operating thous- 
ands of stores with hundreds of thousands of employees. e large 
independent and chainstores have a tremendous impact on interstate 
commerce. Although the firms for which we seek coverage represent 
only 2.2 percent of the total number of retail concerns, it is most 
significant to note that they account for 33.4 percent of the total 
volume of retail business and 36.5 percent of retail employment. 

Underlying the provisions of the Fair Labor Standards Act there is 
a firm foundation of ethical and moral opinion which infuses life and 
substance into the legislative and judicial actions taken in connection 
with the law. 

It is 65 years since Pope Leo XIII in his memorable encyclical on 
the Condition of Labor said, with respect to wages: 

Let it be granted then, that as a rule, workmen and employer should make 


free agreements, and in particular should freely agree as to wages; neverthel 
there is a dictate of. nature more ancient than any bargain between man an 
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man, that the remuneration must be enough to support the wage earner in rea- 
sonable and frugal comfort. 

If through necessity or fear of a worse evil, the workman accepts harder con- 
ditions because an employer or contractor will give him no better, he is the 
victim of force and injustice. 

In 1928, in a report of its Commission on Social Justice, the Cen- 
tral Conference of American Rabbis emphasized “the moral right to 
a living wage” and declared: 

In the moral stewardship of the earth, society must guarantee each of its mem- 
bers the chance to labor and to earn a living wage. Such a wage must be con- 
sidered the first charge upon any industry. Those industries which do not pay 
their workers a living wage or which try to establish themselves economically by 


beating down the standards of living of their employees cannot be tolerated by 
any just social order. 


I might say here, I happened to be serving on the national! lay 
committee of the National Council of Churches in an advisory capac- 
ity when the following was adopted. 

In 1954, the general board of the National Council of Churches of 
Christ in the U. S. A. called upon Christians to— 
work for a situation wherein all have access at least to a minimum standard of 
living. Such a minimum should be sufficient to permit care of the health of all 
and for suitable protection of the weaker members of society, such as children, 
the sick, the aged, and the incapacitated. It should protect the able- bodied 
against hazards beyond their control. 

Extension of the act to retail workers affected by the several retail 
coverage bills would be no more than a beginning insofar as a family 
living wage is concerned. The present minimum wage of $1 an hour 
as was shown at last year’s Senate hearings does not come ‘within 
shooting distance” of recognized budgets for a family of four. One 
such budget, set by the New York City Welfare and Health Council, 
would call for a weekly wage of over $80, twice that obtainable at the 
current $1-an-hour minimum. 

In the first quarter of the century, humanitarian and social concern 
for the protection of health, safety, morals and the general welfare, 
activated public-spirited, middle-class individuals and groups in 
campaigns for State maximum-hour and minimum-wage laws. 

Most notable of the groups were the National Consumers League, 
the Women’s Trade Union League and the American Association fur 
Labor Legislation. Among the outstanding personalities associated 
with this humanitarian effort were Jane Adams, Florence Kelley, 
Mrs. Katherine Phillips Edson, Mrs. Clara Beyer ‘and Fathers E. V. 
O’Hara and John A. Ryan, the latter perhaps the first American 
exponent of a minimum wage. 

Concern for the physical effect of excessive labor was reflected by 
the United States Supreme Court in 1908 in its decision in the case of 
Curt Miller v. Tie State of Oregon. The Court hed that rights undee 
the 14th amendment are not infringed by the limitation of the hours 
of labor of women employed in laundries. 

In that case the famed, and later Justice, Louis D. Brandeis acted 
as attorney for the State of Oregon. Justice Brewer, the spokesman 
for the Court, reiterated Brandeis’ argument to the effect that— 
women’s physical structure and the functions she performs in consequence thereof, 


justify bp legislation restricting or qualifying the conditions under which 
she should be permitted to toil. 
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Low wages were regarded as a matter of public concern and, in the 
period from 1910 to 1923, State laws were sought to mitigate the 
resulting social evils. Federal and private agency investigations had 
shown working women and minors were being paid shockingly low 
wages. 

In 1912, Massachusetts became the first State in which such legisla- 
tion was adopted. By 1923, 10 States and the District of Columbia 
had adopted workable minimum wage statutes affecting women and 
minors. 

In that year, an unfavorable Supreme Court decision in the Adkins 
v. Children’s Hospital case largely suppressed development of the 
movement for minimum wage legislation for a number of years. 

That decision held until the Supreme Court reversed itself in the 
West Coast Hotel case in 1937. The reversal was predicated on a 
— concept of the State’s police powers by the Court which declared 
that— 


the protection of women is a legitimate end of the exercise of State power. 


The Court also adopted the view of Mr. Justice Holmes expounded 
in his Adkins dissent that the District of Columbia minimum wage 
law— 
in its character and operation is like hundreds of police laws that have been 
upheld. 

Although the Federal Government does not have unlimited police 
eter the Supreme Court as far back as 1847 in the License cases, 
nad affirmed that it does exercise those which inhere in every sover- 
eignty and that such police power— 
may be exercised by the United States within the scope of the power granted to 
it by the Constitution. 

The conference report of 1938 on the FLSA emphasized that hu- 
manitarian motives represented the policy which guided Congress in 
the prescription of definite wage, hour and child labor provisions, as 
well as the policy set forth to guide the Administrator and the industry 
committees in working toward progressive improvements of labor 
standards. 

The report declared that the policy of the act is to correct and as 
rapidly as possible eliminate in industries engaged in commerce or in 
the production of goods for commerce, labor conditions detrimental 
to the maintenance of the minimum standard of living necessary for 
health, efficiency, and general well-being, without substantially 
curtailing employment or earning power. 

The agreement further noted significantly that it by no means 
follows that the highest minimum wages or the lowest maximum 
hours authorized by the act are adequate to maintain what should be 
regarded as the minimum fair standard of living. 

t pointed out that conditions which fail to conform with the con- 
ference agreement cannot be deemed adequate to maintain even a 
minimum standard of living. 

The Congress in 1949, in amending the law, was equally explicit 
in reaffirming the humanitarian implications of the wage-hour law. 

In setting forth the fundamental principles to govern the interpre- 
tation of the law it declared: 
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(1) The provisions of the act, being remedial and humanitarian in 
purpose, must not be interpreted or applied in a narrow, grudging 
manner. They must be liberally construed. 

(2) The exemptions from the act, on the other hand, must be strictly 
or narrowly construed. 

(3) The terms of the act must construed in the light of the purposes 
which it seeks to accomplish. 

A liberal construction of the act in furthering its humanitarian and 
remedial purposes would in all honesty call for extension of coverage 
to those retail employees affected by the various retail coverage bills. 

As was pointed out at last year’s hearings of the Senate committee, 
by = Elizabeth Wickenden, of the American Association of Social 

orkers: 


Substandard wages are not just a private affair between an employer and hi® 
employee, but they do have a very heavy social cost which ultimately has to be 
borne by the public. 

The Jimited commerce definition in the present law and the fact 
that coverage depends on activities of the particular employee and 
not on the interstate affect of the enterprise as a whole creates great 
inequities. For example, the employee of a chain store is treated the 
same as the corner grocery store employee without regard for the fact 
that he is an employee of a large national business concern. 

Furthermore, the warehouse employee who services more than one 
establishment of a cbain is covered, but such recognition does not 
extend to the employee is the store proper. 

The serveral retail coverage bills would amend the Fair Labor 
Standards Act principally by adding a definition of the pbrase 
“affecting commerce.” The definition, substantially the same as 
the one in the National Labor Relations Act, also would be made 
applicable to the congressional statement of policy in the present 
wage-hour law. 

“Activity affecting commerce”’ is defined in the bills as— 
including any activity in commerce necessary to commerce or competing with 
any activity in commerce which would otherwise lower the payment of wages at 
rates below those prescribed by this act or would burden or obstruct or tend to 
burden or obstruct commerce or the free flow of commerce. 

The effect of the bills’ amendments would be to include within the 
coverage of the present act only the large retail enterprises, such as 
department stores, food and drug chains, variety and apparel stores, 
the activities of which affect commerce and which have a total annual 
volume of sales over $500,000, or consist of more than 5 retail estab- 
lishments. 

The amendment would still exclude from coverage all small retail 
enterprises whose total combined annual volume of sales is not over 
$500,000, from five or less separate establishments. 

The amendment would therefore make coverage depend upon the 
retail enterprise of entity as a whole and not upon each separate 
physical establishment as in the present law. 

Under the bills, both large singlestate and multistate retailing opera- 
tions would be affected. For example, it would not be fair to exempt 
J. L. Hudson of Detroit, a multimillion dollar business, with buying 
offices in various mercantile centers, while extending coverage to 
chain operations, of whatever size so long as they cross State lines. 
The bills would make the effect on commerce rather than geography 
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determining. These bills very rightly set up criteria as to business 
volume and outlets in determining when a retailing activity is so 
large as to affect interstate commerce. 

The effect of the amendment is to protect all employees who are 
employed by any such large retail employers. 

The legislative and judicial history of FLSA shows clearly that 
Congress has the full constitutional power to extend the Fair Labor 
Standards Act to Jarge retail enterprises “affecting commerce.” For 
various reasons, Congress did not attempt in 1938, 1946, and 1949 to 
extend coverage to those large retail employers whose business affects 
commerce. Extension of coverage is solely a matter of policy to be 
decided by Congress and is not a matter of constitutional authority. 

In extending coverage to all employees of large retailers the Congress 
would be exercising powers which it has already exercised and which 
bave been upheld as constitutional by the Supreme Court. The 
courts in the United States have approved many times extension of 
coverage under the National Labor Relations Act to large retail 
establishments because they or their activities ‘affect commerce” 
as defined under that act. 

The Supreme Court has often pointed out that the Congress did 
not go to the limit of its own power to regulate commerce in the FLSA 
coverage provisions. 

The real intent of Congress in 1938, 1946, and 1949 was to exclude 
from the law the small corner grocery, the smal] drugstore, the small 
clothing store and tke like. The exemption, however, has enabled 
large mercantile establishments and national systems of chainstores 
to have immunity from the law and an unfair competitive advantage 
over the small retailer. 

It should be noted that the Senate originally intended to cover large 
retail establishments whose businesses substantially influence the 
stream of commerce and that the second bill as reported by the House 
Labor Committee in 1938 intended to cover any retail enterprise 
which “‘affected commerce.” The House bill did not intend to cover 
small retail enterprises. 

In 1949 Congress amended secticn 13 (a) (2) in order to define a 
retail esteblishment which would be exempt. As a result the low 
now provides three tests setting fcrth required percentages with 
respect, to intrestate sales, sales for resele, and retail sales. 

The only conclusion that can be drawn from the 1949 legislative 
history is that the sponsors primarily still had in mind continuation 
of the 1938 exemption of small retail businesses. 

However, the 1949 amendments did not confine the exemption to 
“small” retail establishments. Under the broad umbrella of the 
phrese “retail establishments” all retail enterprises, whether large 
or smell, locally owned or nationwide corporations, were free to claim 
exemption. The bills before the committee not only carry forward the 
historical concern of Congress to exempt small retail enterprises but 
set an administratively clear line as to those large retail establishments 
which mey be considered to come under the commerce clause as 
doing business “affecting interstate commerce.” 

The standards set forth are so clear that they will enable every 
employer in the retail industry to ascertain readily in advance whether 
or not his retail enterprise is covered by the act or is exempt, and 
therefore would not subject the employer to any penalties because 
of uncertainty or unclear language in the statute. 
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The argument raised by those opposing extension of coverage that 
all retailing is a local service and, therefore, should not be brought 
within the scope of Federal regulation is a form of self-serving blind- 
ness which does not stand the test of commonsense. Such an argu- 
ment would have us believe that retailing today takes place within 
the confines of a medieval walled town and without contact with near 
or remote communities. 

It would also have us ignore the fact that the courts and the Congress 
have sustained the view that certain retailing enterprises and activities 
are not only subject to Federal regulation, but are so regulated today. 

Retailing is but one of the services performed in the transitions 
undergone by a primary raw material until the finished product 
reaches the hands of the consumer. Retailing is not a segmented 
activity which can be severed from the life stream of the Nation’s 
commerce. 

Even the consumer’s dollar or note for deferred payment does not 
end the process. Every purchase made depletes the retailer’s in- 
ventory and thereby regenerates the cycle of commercial and indus- 
trial activity back to the primary raw material producer. Our 
economic life is a continuous process. It does not function in un- 
related and disconnected compartments. 

In addition, interstate functions performed by large retailers include 
not only the direct sale of goods to the ultimate consumer but also 
include production of raw materials, manufacturing and processing, 
purchasing, transporting, and warehousing. Such retailing activities 
affect commerce. 

Our opponents have claimed that extension of coverage would 
represent ‘‘a false increase in wages and not a natural result of our 
economic system”’ as well as “Government intervention in employer- 
employee relations.” In that opinion they betray an archaic and 
discredited interpretation of our American way of life. 

The basic principle of our Constitution is continual improvement 
of humen welfare, liberty, and happiness. In support thereof, scores 
of laws and judicial decisions have been made to mitigate the de- 
humanized “workings of the marketplace.’”’ The passage of the 
Fair Labor Standards Act was in itself a major step forward in that 
direction. The intent of the act is to eliminate the unfair competition 
of tH employers and to enable fairminded employers to make 
a profit. 

The employers who plead poverty and justify their opposition to 
extension on the basis of the so-called laws of supply and demand 
are doing the Nation a disservice in the current worldwide contest 
of ideas. 

The most outstanding fallacy in the theories of Karl Marx was 
his failure to comprehend or foresee the capacity of democracy to 
modify and improve the living conditions of the workingman within 
the framework of our representative government. 

There are still many millions who are yet a long way from enjoying 
any part of the comforts and security we associate with the American 
way of Life. For 1954, the Bureau of the Census reports, one-fifth 
of the Nation’s 42 million families had incomes of less than $2,000. 

It is our feeling that the failure of the Government to act does 
in fact freeze existing substandard wages. Those unable to bargain 
effectively to improve their earnings are indeed left to the cold mercies 
of the marketplace. 


80966—56——-2 
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The inference of employer spokesmen that there are humanitarian 
motives behind their employment of students, elderly women, and 
handicapped persons has a certain degree of hypocrisy and false logic. 
Such employees are just as entitled to a decent minimum economic 
livelihood as any other American. Their needs are as urgent and 
their hopes and pains just as poignant. They, too, have the same 
human aspirations. 

The low wages paid these groups, moreover, depress the wages 
of all concerned and serve merely to perpetuate substandard wage 
scales. Wage differentials are regressive as well as progressive. 
The industry cannot plead that raising the minimum to $1 would force 
them to upgrade the wages of those now receiving more then the 
lowest paid workers without admitting that current low wages nave 
already downgraded the wages of all their employees. 

Substandard wages depress purchasing power and have a restrictive 
effect not only locally but nationally. Raising the level of wages paid 
would have a beneficial effect on retail purchasing power. The 
additional wages paid in one store would be spent in another. At the 
dollar-an-hour level money has high velocity. It is spent almost as 
rapidly as it is earned with the bulk of such earnings going for food, 
clothing and other immediate necessities. 

Retail spokesmen make much of the “smallness of their industry in 
their pleas of poverty, profit squeezes, harassment and threatened 
disaster. Such talk beshrouds the points at issue. 

By definition these retail coverage bills do not apply to small 
business. The $500,000 breakpoint on annual sales is definitely not 
small. But apparently in the retailing industry there is a neurotic 
fixation on “smallness.” It would appear that there are only two 
kinds of businesses—small business and multimillion and _ billion 
dollar businesses like A & P, Sears, Ward’s, Macy’s, Woolworth’s, and 
other giants. 

But between the bill’s $500,000 breakpoint and A & P’s $4 billion in 
annual sales there are many intervening gradations. The firms in 
such brackets are not small business. 

In fact, extension of the $1 minimum to employees of these large 
retail enterprises could very well even out the competitive advantage 
they now enjoy over the small retailer—about which there is so much 
professed and grave concern—particularly in the specialty store field, 
shoes, women’s wear, infants’ and children’s wear, men’s clothing and 
the like. Such stores would not be covered under the bills. 

It is our experience that when a small retailer in these fields needs 
additional help, he cannot depend on a minor clerk. He has to hire 
an all-around man, a combination salesman, assistant, and stand-in 
when the owner is not in the store. Such an employee has to be paid 
a wage in keeping with his capabilities, a wage generally higher than 
that paid by most large retailers. His services go beyond those of 
an order taker or package wrapper in a large establishment. 

All of the lines carried by specialty shopowners are carried by most 
department stores and some general merchandise stores. In such 
stores the work has been broken down into narrow job specifications 
calling for less experience and training. The employees of large 
retailers are among the bulk of those still working for wages below 
the minimum. 

Our opponents argue with some intenseness that a “business must 
make a profit.” We are entirely in agreement with them and we 
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would like to see more businesses making higher profits. But our 
opponents’ point of view is too highly simplified. Too many con- 
siderations and too many highly complicated economic interrelation- 
ships are ignored if it is to be inferred that every business can make a 
profit. 

Many hopeful aspirants for success are drawn into the retailers 
industry every year. As a result, in many areas certain needful 
retail services are expanded much beyond the limits of available 
purchasing power. In the scramble for shares of the trade obtainable, 
competitive pressures curtail profits all around. Some profitable 
businesses slip down to the marginal class, some marginal businesses 
ye ag their doors, sell out or go bankrupt, and many new businesses 
fail. 

In a pamphlet on distribution trends for 1955-56, the Chamber of 
Commerce of the United States observes: 

One of the major causes of business failure is the lack of management know-how 
and experience. 

We are definitely in agreement with the chamber’s contention that 
there is need for greater efficiency and management imagination in 
the retail distribuiion industry. 

Moreover, we recognize that many small- and middle-sized busi- 
nesses have greater difficulty than giant corporations in providing for 
capital eccumulation out of profits. But we do not feel that such 
growth-cepital should be built up out of a wage-relief fund generated 
by the underpayments invisibly subtracted by substandard wages. 

We weuld recommend that such enterprises seek amendment of 
the present corporate tax structure to aid them in their efforts to 
accumulate growth-capital. Taxes are as much a function of profits 
as are the other interrelated costs of doing business. We favor tax 
relief rather than wage relief for the growing concern which is making 
a profit. 

In the matter of wage costs there are human intangibles which 
cannot be measured or abolished by the adding machine. The 
standerd of wege payments very definitely involves the employer in 
a psychological relationship wiih his employees. Americans of all 
classes have a normal natural desire for personal dignity and a feeling 
of personal worth. They tend to measure themselves against the 
earnings of those above and below them on the payroll ladder. 

We feel an enlightened understanding of human spontaneity and 
cooperativeness is lacking in the employer who would expect a dollar’s 
worth of work for an apathetic substandard wage. Morale is com- 
pounded of many subtle values and not the least of these is wages. 
All of us have an ingrained feeling that the laborer is worthy of his 
hire. 

Employers do themselves a disservice when they ignore the human 
implications involved in wage payments. Raising the wages of those 
now working for less than a $1 an hour would indeed raise morale in 
the stores affected. Efficiency and cooperativeness might well in- 
creese to the point of offsetting much of the dollar increase involved. 

The Retail Clerks Union has always regarded it as a point of serious 
aggravaiion that retail employees, representing a substantial segment 
“ the employment force of the country, should be discriminated 
against in the coverage of the wage and hour law. On the basis of 
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Labor Department figures, we estimate over 3 million retail workers 
would be affected by the provisions of the retail coverage bills. 

During previous hearings in the Senate, the question of State 
versus Federal minimum wage legislation was raised several times. 
It was well summarized by Elizabeth S. Magee, general secretary of 
the National Consumers’ League, when she said: 

The question is naturally raised as to whether State laws cannot take care of 
minimun wage for all those not covered by the Federal act. It is conceivable that 
they could, but at the same time it is obvious that they do not. 

In any event, such laws do not eliminate the responsibility of the 
Federal Government to act. Uniform minimum wage rates can be 
satisfied only by Federal legislation, because of the present hodge- 
podge of State laws and orders. Minimum wage laws cover retail 
workers in only 22 States and the District of Columbia and in 14 
of these States the minimum wage applies only to women or to 
women and minors. 

Therefore, in 26 States employees in retail establishments do not 
benefit by any kind of minimum-wage protection. Moreover, of the 
22 States having minimum-wage orders, 2 of them, Minnesota and 
New Mexico, lack effective enforcement because of recent or current 
court action. (See appendix I, p. 17.) 

We believe that the current exemption is due to a misunderstand- 
ing of the nature of retail operations as it is developing in this day 
and age. The exemption, as reflected in congressional committee re- 
ports and debates, is premised on the proposition that the corner 
grocery store, drugstore, small clothing store, and local variety store 
should not be subject to Federal piceietion, 

Behind that facade, an unfair and discriminatory immunity was 
obtained for the multi-billion-dollar interstate chain-store industry 
operating thousands of stores with hundreds of thousands of em- 
ployees as well as the large independent retailers. 

The size and growth of the supermarket industry provides an il- 
luminating example. In 1932 Super Market Merchandising esti- 
mates, there were about 300 supermarkets in the United States, 
almost all of them on the west coast. That year, these stores were 
doing an annual volume of between $100 and $150 million worth 
of business. 

By 1940 there were 6,175 supermarkets doing an annual business of 
$2 billion. Despite wartime restrictions and postwar shortages, 
growth during the 1940’s was prodigious. By 1950 supermarkets 
increased to 14,217 and annual volume multiplied more than 5 times— 
to $10.25 billion. 

In the 5-year period from 1950 to 1955, the number of supermarkets 
increased by 50 percent and volume doubled again. The 1955 figures 
showed a total of 20,537 supermarkets doing an annual business of 
$20% billion. 

The total represents five-ninths of the Nation’s $37 billion outlay 
for groceries—55.1 percent to be exact. 

Average sales per supermarket have shown equally impressive in- 
creases, rising to almost $1 million Jast year. the volume increases 
are staggering. Average annual volume in 1940 was $324,000; in 
1945, $470,000; in 1950, $721,000 and last year, $992,000. 

In 5 States—California, New Jersey, Florida, Michigan, and 
Nevada—over 70 percent of the food sold passes through super- 
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market check stands, with the total about 80 percent in 2 States— 
New Jersey and Florida. (See appendix II, p. 17.) 

Gains in the annual-average-sales-per-unit for four prominent 
grocery chains during the 10-year period 1945-55, according to 
Standard & Poor’s, were outstanding. The four firms show an aver- 
age rise per unit of $558,636, or 341 fercent, with unit-sales per chain 
doubling, tripling and quadrupling. (See appendix III, sec. 1, p. 18). 

During 1954, 37 chain grocery corporations, reporting to the Secu- 
rities and Exchange Commission, according to Fairchild’s 1955 
Financial Manual, racked up total sales of $11.5 billion. Average 
volume for the year amounted to $311.8 million. Only 6 of these 
firms did an annual business of less than $25 million and just 1 fell 
under the $10 million volume level. 

The top three chain grocery organizations were in the “billion- 
dollar club.” First was the Great A. & P. Tea Co. doing an annual 
volume of $4.1 billion; Safeway Stores, Inc., runner-up with $1.8 
billion, and, unthreatened, in third place was the Kroger Co., doing 
a $1.1 billion business. - 

The chain grocery companies have subsidiaries which operate 
bakeries, cheese processing plants, milk plants, creameries, general 
factories, coffee roasting plants, and even an insurance company. 
The American Coffee Corp., owned by A. & P. is the world’s largest 
coffee purchaser. An A & P subsidiary, Atlantic Commission Co., 
is the world’s largest purchaser of fresh fruits and vegetables. 

Over the past 2 years, 1954-56, Standard & Poor’s reports 5 major 
grocery chain companies increased their holdings through the pur- 
chase of 13 local or regional chain operations involving a total of 392 
individual stores. (See appendix ITI, sec. 2, p. 18.) 

Comparable in size to the chain grocery leaders are the Goliaths of 
the chain department store and mail-order field, Sears, Roebuck & 
Co., and Montgomery Ward & Co. 

I might state out of the prepared statement that it might be inter- 
esting to know that several of these stores, such as Fields of Chicago, 
Macy’s of New York, Hudson’s of Detroit, are not surprised when 
their stores do over a million dollars in volume in e single day, in the 
one location. That is $1 million a day out of 1 location. So it is 
not the corner store anymore. 

Early this year, Theodore V. Houser, of Sears, announced that for 
the first time sales volume in 1955 exceeded the $3 billion mark and 
also, for the first time, net worth crossed the $1 billion line. Sales 
for 1956, he predicted, would surpass those of 1955 and 1957 sales 
would be still better. The chain operates 700 units in 48 States 
= the District of Columbia. Last year’s net profits totaled $158.7 

on. 

In connection with Sears, it was reported last January that the 
firm planned to establish a $1 an hour minimum in its retail stores. 
At the time Secretary of Labor James P. Mitchell commented that 
the reported decision was commendable. Sears, however, declined 
to comment, and we are unable to verify how far the purported plan 
has been put into effect. 

Wards’ net profits last year totaled $35.4 million, which is an increase 
of 0.6 percent. Sales increased by 9.3 percent to $970 million while 


net worth totaled $643.7 million. Wards operates 566 units in 
46 States. ik 
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Sixty-five department store companies, reporting to SEC, accord- 
ing to Fairchild’s Manual, had total sales of $6.1 billion or an average 
volume of $94.3 million. Only 21 of these companies, or about une- 
third, reported annual sales of less than $25 million and only 4 had 
a volume amounting to less than $5 million, 

Of this group, leaders in total sales were J. C. Penney Co. with $1.1 
billion. Allied Stores Corp. with $544 million and Federated Depart- 
ment Stores with $501 million. 

During 1954, 16 major variety store chain organizations reporting to 
SEC recorded a total volume of $2.3 billion, or an average of $144 
million each. Only 6 of the firms reported annual dollar sales less than 
$25 million and only 1 reported less than $5 million. 

Of the 16 companies, those taking first, second and third honors in 
dollar-sales were F. W. Woolworth Co., with $721 million S. S. Kresge 
Co., with $338 million and W. T. Grant Co., with $317 million. 

If I may depart also for a moment from the prepared submission, 
Mr. Maguire made a check on what we term the national pricing, 
where we find that a company will sell a given item for the same price 
in New Orleans as it wil] in San Francisco and the same price in New 
York as it does in Detroit, despite the fact that in San Francisco the 
clerk might receive $50 or $60 a week and in some other city might 
receive from $20 to $25 per week. 

I think Mr. Maguire actually brought along a few of the items that 
he had purchased around these several different cities, where the price 
was the same. Would you like to make a statement on that? 

Mr. Maguire. Mr. Chairman and members of the subcommittee, 
as our international president mentioned, we made a simple shopping 
tour of one of the large Woolworth stores here in Washington, D. C., 
and without any particular regard for items, but keeping in mind 
something that was more or less common and daily usable, we 
selected a Griffin All-White shoe polish, and a tube of, ‘‘ix-it-yourself 
cement’’ which appears to bea very popular item, and a small box of 
200 gummed reinforcements. 

We then contacted seven of our divisional operations, New York 
City, Philadelphia, Cincinnati, Chicago, New Orleans, San Francisco, 
and Seattle, and we asked our divisional personnel to go into one of 
the Woolworth stores in their city and buy these three items. 

Now, we wanted to make certain that there was no mistake about 
the item, so in our letter of instructions, we pointed out the exact size 
and the weight and even. the.color of the packaging so that there 
would be no error in their purchases. We asked them simply to make 
the purchases, forward the cartons to us along with the sales slip. 
As you may have concluded, the price of these 3 items in all 7 cities 
that we have just mentioned was exactly the same. The gummed 
reinforcements were 10 cents. The “‘fix-it-yourself cement’? was 35 
cents, and the Griffin All-White polish was 25 cents. 

Obviously, these purchases were made in some areas where there 
can be no question about the fact that they are low-wage areas. Yet 
the fact remains, that even in the high-wuge areas such as San Fran- 
cisco, for example, the same item was sold for exactly the same price. 

The Cuarrman. They are not items with the price stamped on the 
package, are they? 

Mr. Macurrs. Some of them have the price stamped, Chairman 
Barden, but it is because of the little space that the manufacturer 
evidently. makes for stamping it. 
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The CuarrMan. I mean stamped on by the manufacturer? 

Mr. Macurre. No, the place for marking the price is placed on the 
package by the manufacturer, but the employer or the store manage- 
ment, of course, stamps the price. 

The CuarrMan. What I had in mind was this: Perhaps I did not 
make myself clear but they were not items that were nationally ad- 
vertised and the manufacturers’ price was set. A lot of packages have 
stamped on there what it sells for. 

Mr. Magcutre. Yes, sir. 

The Cuainman. But there is no manufacturers’ price advertised 
price on there? 

Mr. Maguire. No. On this one item for example, I might point 
out that this is the Woolworth Companies own item itself, and it pre- 
pares its own packaging, and of course, it has its own name on there. 
I might make this further addition, that these prices that I mentioned 
to the subcommittee do not include the matter of sales tax. 

Mr. Lippman. They would not be fair-trade items where the man- 
ufacturers control the price by contract. 

Mr. SurrripGe. We would have brought in here many dresses and 
items of that nature that sell at the same price nationally, and we 
checked with one specialty store and found that certain dresses that 
they had made or that they bought nationally were priced nationally. 
While the dress would sell for, these inexpensive dresses as they would 
be termed, for say $25 in one city, would sell for $25 in the other. 

However, the employee would receive perhaps 50 percent less, or 
30 percent less than an employee in another city. So far as we are 
concerned, we want to point our that the workman or the worker in 
these areas—and this would not apply to just these seven stores—it 
is our opinion that they would apply to every store, or any city where 
Woolworth operates or any of these other chains. 

But the workers in that particular store would be paying double 
the price for these items that the worker in the San Francisco store 
would be paying as an example, and we just wanted to bring out that 
this are Lets | pricing is there, and our minimum wage nationally in 
these large chains actually is consistent with the idea of national 
pricing. In fact, many of them are coming to national payrolls, 
and many of them are paid out of New York City by check no matter 
where they work throughout the United States. : 

If there is no further question on that, I will continue. 

During the 10-year period 1945-55, seven giant variety chains 
increased average store sales by $151,123, nearly 50 percent. (See 
appendix ITT, sec. 3, p. 18.) 

uring the same period 1945-55, seven large and well-known 
multistate chain variety firms expanded their operations by opening 
a combined total of 228 new retail units. (See appendix III, sec. 4, 
p. 19.) 

During 1954, 33 specialty store corporations, reporting to SEC, 
did a total business of $978 million or an average volume of $29.6 
million. Moreover, only 1 firm did less than $5 million business and 
only 3 reported doing less than $10 million volume. 

he three topmost volume pacers were Lerner Stores Corp., with 
$151 million; Grayson-Robinson Stores, Inc., with $90 million, and 
Lane Bryant, Inc., with $60 million. 
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Five popular and prosperous chain specialty companies added an 
aggregate total of 303 new individual outlets during the same 10-year 
period. (See appendix III, sec. 5, p. 19.) 

The foregoing is not exhaustive but merely illustrates the increasing 
size and type of operations in the retail field. These stores and others 
of like character have a more than significant impact on interstate 
commerce. They operate through an interstate network of numerous 
officials and local management exists only for the purpose of carrying 
out the basic policies formulated in the central office of the particular 
company involved. 

These tremendous chain and independent enterprises bear as much 
relationship to the corner retail store as the present high-powered 
motor car resembles the horse and buggy. In no realistic sense can 
any of the large retail establishments be regarded as anything but the 
expression and extension of tremendous corporate power. 

In a recent analysis of retail establishments for the Senate Sub- 
committee on Labor, Dr. Fred Blum of the University of Minnesota, 
pointed out with respect to the ability of the retail trade to pay higher 
wages that— 

a limitation of our inquiry to a mechanical static comparison of profits and wages 
must, from the outset, be rejected as an inadequate approach to the problem. 

There may also be cases in which a firm is simply not able to pay higher wages 
because its profits would be reduced to such an extent that it would have to go 
out of business. However, we have not found any evidence that this would be 
true for any significant number of firms in retailing. 

Quite the contrary, data presented, have shown that the largest and strongest 


firms are among the low-wage firms. The marginal firm in terms of profits will 
not be directly affected by the proposed extension of coverage to retail trade. 


He concluded that under extreme assumptions— 


the maximum conceivable adjustment is estimated to amount to an increase in 
the price of retail goods of less than one-half of 1 percent. (See appendix IV, p. 19.) 


Insofar as ability to pay is concerned, the National City Bank of 
New York in its Monthly Letter for April 1956 stated that 25 of the 
largest grocery chain companies reported a total net income of over 
$94.5 million in 1955, or nearly 11 percent above the 1954 level. 

Moreover, the 54 largest variety chain companies reported total 
net income of over $144 million, a 29 percent gain over 1954. In 
addition, total net income of 49 department and specialty stores in 
1955 moved forward better than 16 percent to $176 million. (See 
appendix V, p. 20.) 

In fact, the Nation’s 20 biggest retailers had a notably successful 
year in 1955. In its recent June 9 issue, Business Week points to a 
Ra. list of pluses’’ as telling this “important story for the big re- 
tailers.” 

Business Week points out: 

Every company among the top 20 scored an increase in sales. All but two 
pulled up their profits. 

Prosperity and expansion were the key words for the improved sales picture. 


Thus, a May Department Stores Co. official noted that the average sales slip was 
up last year. And especially in the food field, expansion was the order of the day. 


Growth by acquisition, as was pointed out previously, continued 
unabated, bringing one newcomer to the list—Winn-Dixie Stores of 
Jacksonville, Fla. 

New purchases and mergers also explained Colonial Stores jump 
from 20th place in 1954 to 16th in 1955. 
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A glance at the Business Week table given below shows that in 


most instances profit gains are substantial when compared with sales 
increases. 


The 20 biggest retailers: The 1955 score (figures in fiscal year) 
[In thousands of dollars] 





Sales Profits 





Percent Percent 
change change 
from 1954 from 1954 





Great Atlantic & Pacific Tea Co 
Sears, Roebuck 

Safeway Stores 

A C, Penney 


bt tt 
~- 
3 
SS 
iz 
So po be 


Montgomery Ward 
F. W. Woolworth 
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fe 
DRAPE NSNMSOSSAOMS 
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. Federated Department Stores 
. May Department Stores 
. First National Stores 


—_— 
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— 
_ 
am 
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_ 

BSee 
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SShaB: 





1 Business Week estimate. 
3 Not available. 
* Company estimate, 


Mr. Surrripce. With respect to the present act’s test of ability 
to pay without reducing employment, Dr. Blum said that retail profits 
are 14 to 19 percent of gross margins. He declared in his testimon 
“it does not make sense’’ to quote profits as a percent of sales, whic 
yields a very low profit figure, and then quote wages as a percentage 
of gross margins which yields a high figure. The base used should be 
the same in both instances, he said. 

According to Dr. Blum’s study, if all retail firms, excluding eating 
and drinking establishments, with sales of more than $500,000— 
those for which we seek coverage—were to be effectively covered 
under the Fair Labor Standards Act, only 2.2 percent of such firms 
would be included. 

Yet, in 1948, this 2.2 percent accounted for 33.4 percent of retail 
sales and also accounted for 36.5 percent of such retail employment. 
The percentages given do not apply to eating and drinking places. 
As you know, the bills we are supporting do not include such enter- 
prises. (See appendix VI, p. 26.) 

Although it is conceded that average hourly earnings in the retail 
industry trail behind those of most other industries, the argument 
that “regularity of employment” in the retail trade insures more 
income than is the case in some industries with higher hourly earnings 
is entirely without merit. 

In 1954 annual earnings in the retail industry were lower than in 
a industry group with the exception of the service industries, 
Labor Department figures indicate. In fact, in some industries char- 
acterized by maconcare.. unemployment, the average annual earnings 
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still are higher than those in the low-wage retail industry. (See ap- 
pendix VII, p. 27.) 

In a report submitted last year to the Senate Labor Subcommittee, 
the Labor Department estimated that there are about 1,690,000 
workers employed in multistate retail establishments and of that 
number about 425,000 or 25 percent are earning less than $1 an hour. 

Dr. Blum in his testimony this year before the same subcommittee 
estimated that extension of the act would affect 30 percent of the 
employees of interstate chains. Extension to independent stores with 
more than $500,000 annual sales would reach about the same propor- 
tion. 

Coupling these analyses, we believe extension would involve some 
750,000 to 850,000 retail workers now earning less than $1 an hour. 

In summation, I would like to emphasize that retail business today 
is dominated by big business and no basic reason exists for according 
these large independent and multistate chain enterprises the same 
solicitousness and economic concern that Congress manifests for the 
local corner retail store. There is no justification for treating these 
enterprises differently from other economic enterprises affecting inter- 
state commerce. 

Indeed, the size of these enterprises, the volume of their business, 
the number of employees, the sheer magnitude of their operations, 
dwarf many industries about which no question exists respecting 
coverage. Sincerity in meeting the legislative purposes, as stated in 
the Federal wage-and-hour law, requires that the same protection 
be given the workers in the retail field that Congress now affords to 
employees in other industries affecting commerce, especially when the 
need is so great. 

May I recall that extension of coverage of the Fair Labor Standards 
Act has been consistently recommended by both the Democratic and 
Republican administrations during the past 10 years. It is obvious, 
therefore, that the extension of coverage is outside the realm of being 
a political issue. 

In closing, I would like to thank the chairman and the members of 
the committee for the privilege of appearing here and being given the 
opportunity to present the views of the Retail Clerks International 
Association on this most important matter. 

(The appendixes to Mr. Suffridge’s statement are as follows [sup- 
plementary statement, p. 82]:) 
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TABLE 1.—State minimum wage laws and orders applying to retail trade, by State, 
June 1956 





State! 


Minimum 
hourly rate 
cents ? 


Year present 
rate 
established 


Type of employes subject to rate? 





With minimum hourly rates of 85 
cents to $1 (all areas): 


Women and minors. 
Females, 18 years and over. 


Rhode All persons, 


With minimum hourly rates of, 50 
cents or more but less than 85 cents 
(all areas): 

Females. 

1952 | Women and minors, 

19°6 

1951 

1955 . 

1955 | All persons, 18 years and over. 

1955 | All persons.’ 

1953 do. 

1954 Do. 

1952 | Women and minors. 

Do. 


Do. 
All eee 
0) 


1952 
1949 
1955 
1953 


Washington 

Ll” ee eee 

District of Columbia. 
With minimum h.urly rates of less 

than 50 cents (any 1 area): 

BEE, Satins danse<ncnmeenncese 

PINES «0h oon dnicwccennesadenbs 

North Kakota 

— Dakota 


Do. 
All persons, 18 years and over. 
Women and minors. 


1915 
1947 
1951 
1943 
1947 


Females, 
Women and minors. 
Females. 











. 22-. 28 Do. 
. 38-. 40-. 45 Women and minors. 





1 Minnesota is omitted since State supreme court has nullified wage order. 

3 Several rates given for a State are variations according to location, unless otherwise noted. Rates are 
for experienced workers. Not all the hourly rates given in table are actually found in State laws and orders; 
some are computed from weekly or daily rates specified in State laws and orders. 

3 Some States define a minor as any person under 21, others as oe under 18, 
ana Order approved by State labor commissioner on Apr. 12, 1956, becomes effective within 180 days there- 


r. 
5 Order becomes effective in October 1956. 
6 Law held unconstitutional pending appeal. 
7 Employed by employers of 4 or more. 
8 $30 for workweek of 36 to 44 hours. 
® $30 for workweek of 36 to 40 hours, 
du nde - fixed in 1915 law was $1.25 for a 9-hour day. A 1943 amendment made the rate applicable to an 
our day. 


a U. S. Department of Labor: Wage and Hour and Public Contracts Divisions and Women’s 
ureau. 


Apprnpix II 


In 1940 sales of supermarkets Operating in this country were 24 percent of all 
grocery sales; in 1955 they were 55.1 percent; an increase of 130 percent. Super- 
market sales had increased from $2 billion in 1940 to $20.4 in 1955, anincrease 
of 902 percent. 


TABLE 2.—Rise in supers’ share of grocery sales 





All Super- 
grocery market 
sales sales 


Percent All 
grocery 
sales 


Percent 
super- 
markets 


Super- 
market 
sales 





Billions Billi Billions 
$24. 8 
24.8 
26. 4 
30.3 
32. 2 
33. 6 
34.9 
37.0 


See ee 


NesSnroB 
sar moe pono 8 


OoOuaeaauacao 
SBERBERE 
~-OwDmwow-I. 
spaeseee 
Ke oOoooonwo 


AQoOna Pwr 


Giileedsrarasc 





























Source: U. 8. Department of Commerce and Super Market Merchandising, February 1956, p. 39. 
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Grocery sales as reported above include meat markets operated in groce 
stores. Supermarkets are defined’as complete departmentalized foodstores wit. 
at least the grocery departments operated on a self-service basis. 

The range of dollar volume sales to all foodstores operating in this country 
shows a similar trend. In 1940, supermarkets handled 18.6 percent of all food 
sales; in 1955, it rose to 46.7 percent; an increase of more than 150 percent. 


TaBLe 3.—Dollar volumes of sales in supermarkets and all foodstores 





Percent Percent 

Supermar-| All food- s Supermar-| All food- supers to 
ket sales | store sales - ket sales | store sales | all food- 

stores 





Millions Millions 
$10, Hg 


SSBSESSE 
AUK WOR 


























SESEESES 
VIAN OWOH 





Source: Supermarket sales are reported in Super Market Merchandising, February 1956, p. 39. 
Nore.—Food-stores sales are from the U. S. Department of Commerce’s regular reports. 


AprEenpix III 


Section 1. Annual average sales per unit, 1945-56 (grocery) 

1. First National Stores, Inc., more than quadrupled, with an increase of 428 
percent; store volume sales rising from $127,042 to $670,411. 

2. National Tea Co. also quadrupled by a 413 percent increase, with sales per 
store rising from $142,682 to $731,787. 

3. Kroger Co: chalked up a 294 percent increase; nearly tripling in its rise from 
$167,521 to $660,723. 

4. Safeway Stores Co. more than doubled with a 229 percent rise, moving from 
$266,032 to $874,900. 

Source: Standard & Poor’s. 


Section 2. Expansion and acquisitions, 1954-56 (grocery) 

1. Winn-Dixie Stores, Inc., of Jacksonville, Fla., operating 390 units in 8 
States, purchased 3 smaller chains involving 166 retail units. 

2. Kroger Co. of Cincinnati, Ohio, operating 1,600 units in 21 States, purchased 
4 smaller chains involving 86 retail units. 

3. Colonial Stores, Inc., Atlanta, Ga., operating 432 retail units in 11 States, 
purchased 2 smaller chains involving 80 retail units. 

4. National Tea Co. of Chicago, operating 744 units in 12 States, purchased 2 
smaller chains involving 48 retail units. 

5. Grand Union Co. of New Jersey, operating 325 units in 6 States, the District 
of Columbia and Ontario, Canada, purchased 2 smaller chains involving 12 retail 
units. 

Source: Standard & Poor’s. 


Section 3. Annual average sales per unit, 1945-565 (variety) 

1. J. J. Newberry Co. store volume jumped 83 percent, increasing from $206,696 
to $377,639. 

2. W. T. Grant Co. stores realized an increase in annual average sales of 65 per- 
cent, dollar volume rising from $369,481 to $609,918. 
oom coat Kresge store volume increased 55 percent, rising from $316,672 to 
to iat; Ww. Woolworth Co. store sales increased 54 percent, rising from $242,078 

1, ‘ 

5. McClellan Stores Co. reported a 34 percent average increase, with volume 
rising from $193,311 to $259,209. 

6. G.C. aad Co., a 33-percent gain, volume going from $458,877 to $611,318. 

7. 8. H. Kress & Co. Stores experienced a 24-percent gain, rising from $516,553 
to $641,730. . 

Source: Standard & Poor’s. 
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Section 4. Expansion and growth, 1946-56 (variety) 

1. G. C, Murphy Co., operating in 12 States and the District of Columbia, 
mushroomed from 209 to 298, a gain of 89. 

2. W. T. Grant Co., operating in 40 States, expanded from 490 to 520 outlets, 


up 30. 

3. F. W. Woolworth Co., operating in 48 States and the District of Columbia, 
took a short step forward, from 1,971 to 2,021, up 30. 

4. 8. H. Kress & Co., operating in 29 States and Hawaii, moved up from 244 
to 264, a gain of 20. i 

5. Neisner Bros., Inc., operating in 18 States and the District of Columbia, 
took a long step from 112 to 132, up 20. 

6. MeCrory Bideen Corp., operating in 22 States and the District of Columbia, 
marched ahead from 199 to 209, up 10. 

7. McClellan Stores Co., operating in 29 States, moved from 225 to 234, up 9. 

Source: Standard & Poor’s. 


Section 5. Expansion and growth, 1945-565 (specialty stores) 


1. Diana Stores Corp., operating in 25 States jumped from 45 to 167, up 122. 

oy ga Co., operating in 23 States, more than doubled from 65 to 134, 
up 69. 

3. Grayson-Robinson Stores, Inc., operating in 20 States, almost tripled from 
27 to 72, up 45. 

4. Lerner Stores Corp., operating in 42 States and the District of Columbia, 
rose from 179 to 224, up 45. 

5. Bond Stores, Inc., operating in 21 States and the District of Columbia, 
expanded outlets from 59 to 81, up 22. 

Bourse: Standard & Poor’s. 

Apprenpix IV 


Impact of $1 minimum on retail trade 


This estimate is based on the following assumption: (1) in 1954 5 percent of 
the employees earned less than 75 cents an hour, 15 percent earned less than 90 
cents an hour, and 25 percent earned less than $1 an hour (see table 104, p. 117); 
(2) the average wage of those earning less than 75 cents an hour is 60 cents an 
hour, the average wage in the other groups is equal to the minimum of the range. 
On the basis of these two assumptions the unit wage bill is represented by the 
following formula: 5 times 60 plus 10 times 75 plus 10 times 90 plus 75 times X. 
The unit average wage bill is equal to 100 times 1.45 ($1.45 being the average 
wage in retailing in 1954). The unit wage bill and the unit average wage bill 
make it, possible to compute the relative direct increase of the wage bill as a result 
of an increase of all wages to a $1 minimum. Since it is known that wages are 
about 10 percent of sales, the impact on sales price can easily be computed once 
the relative increase in the wage bill is known. It should be pointed out all the 
assumptions made are assumptions showing the maximum direct impact. 

Source: 84th Congress, 2d session, Staff Report to the Subcommittee on Labor 
of the Committee on Labor and Public Welfare, United States Senate, on Retail 
Establishments and the Fair Labor Standards Act, Washington, 1956, p. 172. 
Interpretation of effects of impact on payrolls, prices and profits ' 

The Department of Labor has calculated the proportion of payrolls to total 
sales of the large multiunit firms. In 1948, the total payroll for retail stores was 
equivalent to 12 percent of sales. General merchandise recorded a somewhat 
higher ratio of 14 percent. Bureau of the Census, in its 1948 census of business, 
compared these figures to slightly over 10 percent for all firms in the retail industry. 

In a study of operating results of department stores for 1953, Harvard Univer- 
sity’s Prof. Malcolm P. McNair points out that payroll as a percent of net sales 
in owned departments among firms doing seladively small annual volume is some- 
what lower than that for firms doing a substantially large annual volume. For 
example, in firms doing between $1 million and $2 million volume per year, the 
pores (excluding executives and active owners) was 16.4 percent of net sales; 
or —_ in the $50 million or more bracket the corresponding ratio was 17.9 
percent. 

It was Dr. Blum’s conclusion that “the maximum conceivable adjustment is 
estimated to amount to an increase in the price of retail goods of less than one- 
half of 1 percent.” Now let us apply this estimate to Professor McNair’s figures 
illustrated above. Suppose a small department store registers about $1 million 


1 Retail Clerks International Asséciation, Research Department. 
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in net sales in 1 fiscal year and, during the same year, it reports a ratio of payroll 
to sales (excluding executives and owners) of 16.4 percent. Let us further sup- 
pose that this store sustains the full impact of the one-half of 1 percent increase 
in the price of its goods. Therefore, an item formerly selling for $8.95 would 
now take on a 4%-cent price increase. As for this firm’s payroll burden, instead 
of 16.4 percent or $164,000 per year, it would now be 16.9 percent or $169,000 
per year, provided sales volume remained constant. 

Professor McNair’s study also reveals that net operating profit as a percentage 
of net sales in owned departments for firms doing between $1 million and $2 
million volume is about 2 percent. The corresponding ratio for firms doing $50 
million or more per year is reported as 2.8 percent. Hence, the conclusion that 
while the ratio of payroll to sales is slightly greater in the large volume depart- 
ment stores, the ratio of net operating profit to net sales also is greater. 

On the other hand let us suppose the department store doing $1 million per 
year decides not to raise prices on his merchandise, but instead elects to absorb 
the increased wage bill in the profit column. With 2 percent or $20,000 net op- 
erating profit, this retailer would lose exactly $100 from his profit. Instead of a 
2 percent ratio, as reported by Professor McNair, it would now be 1.99 percent. 

Similarly, for the larger volume firm doing $50 million per year the net oper- 
ating profit of 2.8 percent or $1,400,000 would be pared by $7,000. In other 
words, this firm’s profit would be reduced to $1,393,000 or 2.78 percent. 


APPENDIX V 


Taste 4.—Net Income of Leading Corporations in Trade and Manufacturing, 
1954-65 


[In thousands of dollars] 





| 
Reported net income Percent 

after taxes Book net assets return on 
Industrial group net assets 





1954 | 1955 1955 1954 | 1955 





Total manufacturing 1, 765 | $9, 467, 124 3, $82, 598,845 | 12.; 
Chainst *res, food 25 85, 530 626, 8S 705, 712 | 13. 

Chainst res, variety, ete -- . _- 54 111, 325 y : 1,359,837 | 8. 
Department and specialty -_- 49 151, 230 5, 085 , 86° 1, 666,138 | 9. 
I 6 177, 182 Ee , 559, 1, 648, 184 1, 
Wholesale and miscellaneous. 53 59, 961 ; 57,5 801,490 | 7. 
Total trade 187 585, 228 | . OS: 6, 181, 361 9. 























ations First National City Bank, New York City, Monthly Letter, Business and Economic Conditions, 
pril 1956. 


Sec. 1. Profit ratio up at 22 big store independents 


Following the same general pattern of other retail categories, a group of 22 
independent department stores and their branches generally recorded good im- 
provement in 1955. 

After taxes, the group earned 2.9 cents on each dollar of sales of their combined 
1955 sales volume, as compared with 2.7 cents in 1954. 

Before provision for income taxes, earnings were equal to 6.1 cents per sales 
dollar, as against 5.6 cents a year earlier. 

Including sales of leased departments, aggregate dollar sales for the 22 firms 
amounted to $1,158,017,000. This is a 5.1 percent increase over the 1954 total 
of $1,101,324,000. 

After taxes, combined net earnings totaled $34,033,000, or 13.9 percent higher 
than a year earlier when the figure was $29,870,000. Before taxes, and in some 
cases special items, profits had been 15 percent higher, totaling $70,473,000, 
compared with $61,264,000. 

The 22 companies forked over a total of $36,537,000 in income taxes last year. 
This total was 17.3 percent greater than in 1954 when $31,148,000 was provided. 

Total merchandise inventories, including merchandise in transit, amounted to 
$157,418,000 against $143,473,000, an increase of 9.7 percent. 


1 According to Fairchild Publications, Inc., a department store achieving &Tatio of net profits before taxes 
to sales of 5 percent may indicate excellent performance. 


Source: Women’s Wear Daily, May 31, 1956, pp. 1 and 56. 
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Eighteen of the companies had higher sales than in 1954, with 17 posting new 
record highs in volume. The four companies in the table below having smaller 
sales were Mandel Bros., Marshall Field, Namm Loeser, and Raphael Weill. 

In the case of Marshall Field, however, the 1955 total compared with a 13- 
month period in 1954, because of a change in the fiscal year. On a 12-month 
actual basis, the company said its sales were 5 percent greater. Crowley, Milner 
sales, while higher than in 1954, were not a peak. 

In the profit picture, 16 of the firms posted higher net earnings than in 1954. 
One had a profit last year, as contrasted with a 1954 loss, and five showed smaller 
figures. Among the declines, Ed Schuster’s drop was due to certain cireumstances 
in 1954 (see footnote 6 in table). 

Annual reports signed by top officials noted, in some instances, that increased 
sales reflected in part the addition of new branch stores. The higher profits were 
due partly to the larger sales volume, a better control of expenses with a mainte- 
nance of gross profit margins. 

In a number of the cases where the year’s net profit was lower, it was explained 
that this was due to extraordinary high nonrecurring expenses in connection with 
the opening of new branches. odernization of stores continued throughout the 
year and will continue this year. Further expansion through opening of branches 
in suburban shopping centers is also scheduled for this year. 


TABLE 5 
[Thousands of dollars] 





Sales | Net profit Percent change 
Percent 
change 








1955 1955 1954 





$1, 307 


ger 


= 
HON AR DNS 


Carson Pirie 
Crowl*y, Milner... - 
Emporium Capwell ! 
The Fair ___._.--. 


Halle Bros.? 

ED. 3.0 scacudbionliakoste’ 
Mande! Bros 

Marshall Field 4 

Meier & Frank 

Miller & Rhoads 
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Ed. Schuster 
Stix, Baer & Fuller 
Thalhimer’s 
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19, 906 
1,158,017 | 1,101,324 1 34, 033 29, 870 | 


ana 
! Emporium Capw:ll’s pro{t figures i clud» a sp>cial charge of $509,700 for 1954 for certain estimated 
expenses which was reversed in part resulting in a credit of $115,500 for 1955. 


dalle Bros. 1955 profit is after a tax credit of $170,659, adjustment of prior years’ taxes, and the 1954 
pro it includes a nonrecurring item of $112,748 being proceeds of life insurance. 


to 














4 Marshall Field 1955 figures cover 12 months, as against a 13-month period in 1954 due to a change in 
the year. Company said the latest 12 months’ sales were 5 percent greater than the same 12 months a year 
previous. 


§ Outlet Co. 1954 profit is after a hurricane flood loss of $494,629. 
6 Schuster’s 194 profit (adjvsted) is earr iv gs a: d special items including $542,724 proceeds of executive 
life insurance. Report notes that earnings from operations totaled $1,154,387 in 1955 versus $956,041 in 1954, 


Source: Women’s Wear Daily, May 31, 1956, p. 56, 


Sec. 2. 1955 profit ratio up at 11 variety store chains 


A goup of 11 variety store chains earned in 1955, after taxes, 4 cents on each 
dollar of sales of their combined volume, a compilation by Fairchild News Service 
shows. This compares with 3.6 cents on each sales dollar in 1954. 

Before taxes, (Federal, State, and foreign), the combined profit. was equal to 
7.6 cents, as against 6.9 cents on each dollar of sales in 1954. 
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Total sales for the chains rose 5.3 percent over 1954, while net profit was 17.3 

percent higher. Pretax earnings showed a 15.2 percent gain over the previous 
ear. 

: Combined volume last year was $2,069,320,000, compared with $1,965,013,000. 

Individual increases ranged from 1.2 percent to as much as 13.7 percent. Kress 

showed the only decline, due in pert to a loss of voume at some of its largest units 

that were enlarged or renovated in the year. 

With the exception of McLellan Stores, all the chains showing gains had record 
annual sales. 

After taxes, total net profit for the goup amounted to $82,953,000. This com- 
pared with $70,688,000 in 1954. Ten of the chains posted higher net earnings. 

Before deducting income taxes, profit was $157,019,000, as against $136,250,000 
a year earlier. 

The 11 chains shelled out a total of $74,066,000 in income taxes. This is 13 
percent higher than the 1954 total of $65,563,000. 

Aggregate merchandise inventories, including merchandise in transit, was 13.9 
percent larger than in 1954, totaling $344,953,000 against $302,966,000. 

At the end of their respective years (Green and McLellan Stores are on January 
31, fiscal Eggle others on calendar years) the group operated a total of 4,772 
stores. his compares with 4,725 units a year earlier. Woolworth had 2,064 
units in its chain, against 2,021 in 1954. Of the remaining chains, 2 were un- 
changed, 5 had more units and 3 had less, than a year earlier. 

In number of instances, there were changes made in the 1954 profits figures 
which appear in the table below. These revisions were made because of the repeal 
of certain provisions of the 1954 Internal Revenue Code. 


Expansion programs 


Agressive expansion and modernization programs were carried out last year 
by most of the chains, according to comments of top officers in the annual reports. 
Many new units were opened in shopping centers. But perhaps, the most con- 
sistent occurrence among the chains was the increase in self-service units. Many 
of the new stores opened featured self-service, and many of the units which were 
modernized or renovated were converted to this feature. 

The following table shows comparisons of sales, profits and ratio of net profit to 
sales for 1955 versus 1954. in ; 

ABLE 


[In thousands of dollars) 
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1 McCrory 1955 net profit was after nonrecurring expenses of $358,343 in closing of a store location. 
2 Woolworth’s 1954 net profit is after 2 nonrecurring items: A net tax refund of $1,845,449, and a net de- 
duction from income after taxes of $3,186,792 covering accrued expense items. 


Source: Women’s Wear Daily, Apr. 6, 1956, pp. 1 and 6. 
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Section 3. Top department-store chains show sales and profit—Gains for 1955 


Aggressive branch store expansion, acquisition of new units and modernization 
of existing stores soltributed substantially to improved 1955 results for major 
department-store chains. 

A survey by Fairchild News Service of 18 department-store chains shows that 
all had higher sales than in 1954, with 15 of the companies recording record 
volume. ins ranged from 1.1 percent to as much as 23 percent. 

Sixteen of the chains registered increases in net profit. One would have had 
wanes a me (see Kobachker footnote 2 at end of table, p. 24), and one company 

a loss. 

Other highlights of the group’s combined results (1955 versus 1954) include: 

Ratio of net earnings after taxes to sales increased to 3 percent from 2.9 
percent. 

Ratio of profit before taxes to sales was 6.2 percent, against 6 percent, 

Aggregate net sales increased 9.1 percent to $5,071,504,000, from 
$4,648,760,000. 

Total net profits after taxes amounted to $149,949,000, or 10.6 percent 
ahead of the 1954 total of $135,634,000. 

Before provision for income taxes, profit had been $313,994,000, against 
$277,659,000, a gain of 13.1 percent. 

Aggregate Federal and State income taxes were 14.5 percent higher than 
in 1954, totaling $162,579,000, compared with $142,038,000. 

Merchandise inventories, including merchandise in transit, amounted to 
STS or 18.5 percent higher than the $592,179,000 total a year 
earlier. 

Interstate Department Stores, National: Department Stores, and Wieboldt’s 
were the three chains not recording peak sales. Interstate, however, said its sales 
of owned departments were at peak levels, but leased department sales declined. 

Officials, in their remarks to shareholders, noted in many instances, that sales 
gains resulted in part from added units. Allied Stores, for example, noted that 
if sales of stores not owned at all times were excluded, the sales increase would 
have been 5.1 percent, instead of 7 percent. Associated’s 23 percent sales in- 
creaee reflected in part the acquisition last July of J. W. Robinson Co. of Los 
Angeles. 

Broadway-Hale Stores, City Stores, Federated, and W. T. Grant posted record 
net earnings as well as peak sales. Hecht’s pretax profits were at a record. 

Factors contributing to the higher net profits, according to comments in the 
annual reports, were: The increase in dollar sales, increase in number of sales 
transactions, higher average sale resulting from the purchase of better grade 
merchandise, and reduced expenses. 

On the other side of the ledger, heavy preopening expenses from additional 
branch stores had to be absorbed last year. 

As had been the case in the last few years, officials in the 1955 reports made 
considerable mention of their expansion programs. New branches were com- 
pleted by many of the chains mostly in suburban shopping centers. 

Modernization and enlargement of certain downtown units continued. The 
stores also discussed leases and sites where additional branches are to be con- 
structed, many of which will take place within this year as well as in 1957. 


80966—56——3 
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TABLE 7 


[In thousands of dollars] 





Sales Net profit 
Company Percent 
change 








1955 
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Allied Stores 

Associated Dry Goods- _- 
Broadway-Hale-_-.-...--- <thik-obpisecies 
City Stores 
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Rn a 5,071, 504 4, 648, 706 | +9.1 | 149,949 | 136, 636 | 3.0 


! Grant’s 1954 profit is after a net refund of $145,751 of Federal income taxes for prior years. 

2 Kobacker’s report said te 1955 profit would ave been about $191,864 Sig>er t an in 1954 if the ad- 
justments from the retroactive repeals of certain provisions of the Internal Revenue Code (charged to 
surplus) were applied to 1954. 

8 Macy’s 1955 net earnings do not include a capital profit of $1,285,604 from the sale of investment in 
Gen-ral Teleradio, Inc. The Macy figures are for te 52 weeks ended Jan. 28, 1956, versus the 52 weeks 
ended Jan. 29, 1955. ‘Tbe firm’s fiscal year ends July 29. 

* Loss. The 1955 loss inzlud°s a loss on can zellation of leases, flood damage, and sales of net in the amount 
of $597,763. The 1954 loss is after a not tax credit of $171,890. 

§ Wieboldt’s 1955 profit is before a special credit of $139,415 representing adjustments of property accounts 
from Internal Revenue examinations. 
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Section 4. Profit rates and wages 

There is little relation between profit rates and average wages in American 
industries. 

The contention that the low-wage industries operate on narrow profit-margins 
and are therefore not in a financial position to absorb a substantial increase in the 
minimum wage—is not borne out by a study of available industry profit-and-wage 
data. Comparison of individual profit rates and average hourly earnings for 
manufacturing and nonmanufacturing industries reveals that there is no consistent 
relationship between rates of profit and wages. Many low-wage industries have 
above-average profit rates and, conversely, many high-wage industries have 
ss alta profit rates. The latter have been stabilized at these higher wage 
evels. 


TABLE 8.—Comparison of corporate profit rates and average hourly earnings of 
production workers in specified nonmanufacturing industries, 1951 





| Ratio of 
| profits before Average 

| taxes, to hourly 

compiled earnings 

| receipts, 

| eee 


Industry 





Mining: 
Metal mining. ___- fom Sis Babess i: 
Iron mining -__. 
Copper, lead, zine, gold and silver mining_- 
Anthracite mining _- 
Bituminous and lignite mining ‘(excluding contract services) - 
Crude petroleum and natural gas production 
Nonmetallic mining and quarrying- 
Construction: 
Construction, general building contractors ___ 
Special trade contractors _- 2 
General contractors, excluding building-_....---__- EF 


—_ 
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2.31 
1.98 
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Source: Barkin, Solomon, statement on amending the FLSA of 1938, presented before Senate Labor 
Subcommittee, Apr. 21, 1955, fact sheet No, 20. 
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TABLE 9 





Ratio of 
profits before Average 
taxes, to hourly 
compiled earnings 
receiy ts, 
corporations 








Public utilities: 
Local railways and bus lines 
Telephone 
Telegraph 
Gas and electric utilities 
Trade: Wholesale trade 
Retail trade: 
General merchandise stores 
Depart nent stores and mail-order houses 
Food and liquor stores_-- 
Automotive and accessories dealers 
suka and accessories stores 
Building material and hardware supplies stores 
Service and miscellaneous: 
Hotel and other lodging places.................--..--.--------.- 
Laundries, cleaners and dyers 


ree) 


Seracsn 





o 
S 
m= 





& _ 
A> PHHOK AS KWo pp 


wo 





Sources: Profit ratios computed from Internal Revenue Service. 
Data: Average hourly earnings, Bureau of Labor Statistics. 


Taste 10.—Median net profits of retailers of apparel and household textiles as 
proportions of net sales and of tangible net worth, by kind products, United Siates 
1939-50 } 

NET PROFITS? AS PROPORTION OF NET SALES? 





Line of business 1940 








Percent 
Department stores. 2. 50 


Men’s and boy’s clothing 3. 33 
Clothing, installment " dhididin tueiiaaiendl 5. 42 
Men’s furnishings... ...................- idmda suet sedbehincuchee 2.18 
Women’s specialty shops_.._....._...- di dod ieee apbbdimbeblsbudias. 1. 34 








NET PROFITS AS PROPORTION OF TANGIBLE NET WORTH # 





ET Le ae Se Set cee es SP es ee Ce ae” Oe eR ae 5. 37 
Men’s and boy’s clothing } . 42 10. 75 


11. 20 
ne aatancs a cthdnielamtliemid baienems i 
Men’s furnishings_ - po ncbipineins 

Women’s specialty shops 


9. 95 59.74 
4. 59 11. 94 
4. 65 7.89 








! The number of concerns reported for 1950 ranged from 51 for men’s furnishings to 367 for department 
stores. 

2 Profit after depreciation on buildings, machinery, equipment, furniture, and other assets of a fixed 
nature; after reserves for Federal income and excess-profit taxes; after reductions in the lower value of in- 
ventory to cost or market, whichever is lower; after chargeoff for bad debts; after all miscellaneous reserves 
and adjustments; but before dividends or withdrawals. 

3 Dollar volume of business transacted for 365 days net after deductions for returns, allowances, and dis- 
counts from gross sales, 

4 The sum of all outstanding preferred or preference stocks (if any) and outstanding common stocks, 
surplus, and undivided profits, less any intangible items in the assets, such as goodwill, trademarks, 
patents, copyrights, leaseholds, mailing lists, treasury stock, organization expenses, and underwriting 
discounts and expenses. 

§ Clothing, men’s and women’s, 


Source: U. 8. Department of Agriculture Technical Bulletin No. 1062, ‘September 1952, Marketing and 
Manufacturing Services and Margins for Textiles, p. 279. 
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Section 5. Gross margin? 


For 1953 the gross margin rate achieved the same advance as in 1952, one-half 
of 1 percent of sales, going from 35.8 percent to a typical figure of 36.3 percent, 
just under the 1950 figure of 36.5 percent. The best figure appeared for the 
top-volume stores, 36.6 percent in the $50-million-plus classification, although 
over the wide range from $500,000 up to $20 million, the typical figures varied 
only between 35.2 percent and 35.9 percent. 

In terms of dollars and cents per gross sales transaction, a group of larger stores 
typically obtained a gross margin of $1.47 out of $4.09 net sales income as com- 
pared with $1.435 out of $4.04 in 1952. In other words they carried through to 
gross margin 70 percent of the increase in net sales income received from the 
average gross sales transaction, i. e., three- and-a- half cents out of a nickel. 


Section 6. Earnings ? 

After taxes the final net earnings of department stores in 1953 amounted to 2.6 
percent of sales, as compared with 2.4 percent in the preceding year.: ‘This 1953 
earnings ratio applied to the slightly higher sales volume (+ 1.2 percent) yielded 
dollar earnings 9.5 percent greater than in 1952. To be noted, however, is the 
fact that this final ‘‘net net’? was 29 percent below 1950, and 8 percent below the 
readjustment year 1949. 

It will be recalled from table 5 that out of the 5 percent larger average sales- 
check in 1953, 3% -cents was the amount carried through to gross margin. This 
table also shows that of this3% cents higher operating expenses in 1953 absorbed 
3 cents, and so only one-half percent came through to raise the final earnings 
from 9% cents to 10 cents per sales transaction. 

Because of variations in the impact of taxes among the several volume classes; 
the best final profit showing was made not by the $50-million-plus group but by 
the concerns with sales between $2 million and $5 million, 2.8 percent of sales 
as against the low figure of 2.0 percent in the $500,000 to $1 million bracket. 


Section 7. Return on invested capital improved ? 

It is important also to look at earnings in relation to invested capital. When 
the 1953 final profits after taxes were figured as percentages on capital stock and 
surplus ,the typical figures ranged from 5.5 percent in the $500,000 to $1 million 
bracket to 7.5 percent, which figure appeared not only in the top volume group 
but also in the $2 million to $5 million and $10 million to $20 million classes. 
Although. these rates of return are still below normal in the light of past experience, 
they represent a perceptible improvement over 1952, since at least three of the 
volume groups achieved better figures. 


AppENprix VI 


TABLE 11.—Number of stores, sales, and employees in all of retailing by sales size, 1948 





Stores | Sales Employment 


Sales size | 
| Number |Percent) Thousands | Percent! Total num- | Percent 
ofdollars | ber 











| 
All retailing 1, 769, 540 ; § 6, 918, 061 











$1,000,000 or more 10, 432 1, 467,879 |.....-- 
$500,000 to $999,999 _ _ - Sue alse 21, 757 14, 855, 832 | ‘ 652,311 }......-- 


| EO ae. ; 40,678,198 | 31. 2, 120, 190 
$300,000 to $499,999 21 ‘ 12, 670, 539 ‘ 
$100,000 to $299,999... ’ 30, 442, 733 | 1, 528, 218 
All except eating and drinking 

places___ taal , 422, 984 119, 837,224 | 1 5,580, 875 
$1,000,000 or more !_____- : ‘ 40, 107, 070 2, 087, 015 


> 32, 12, 257,416 | 10. 535, 950 
7. -------| 28,669,406 | 23. 1, 280, 157 























1 Except eating and drinking places. 
Source: U. 8. Census of Business, 1948. 


2 MeNair, Malcolm P., Operating Results of Department and Specialty Stores in 1953, Bureau of Business 
Research, Bulletin No. 141, Harvard University, pp. 7 and 13. 
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TaBLEe 12.—Retail trade: Number and percent of firms and employes. by employe 
size and sales size of firm, United States, September 1953 





Firms Employes! 





Number in |Percentof| Number in |Percent of 
thousands | industry | thousands industry 
firms employ- 





Total for industry 


Firms with: 
No employes 
Under 4 employes 
ln capella Alt abide pies ar 
Under 20 employes 98. 0 
Under 100 employes , 99.8 
Under $50,000 in annual sales ¢ 67.0 
Under $300,000 in annual sales of 96. 0 
Under, $t,000,000 in annual sales : 99. 3 | 
} 


3 


100. 0 





43.0 
80.0 
92.0 


KRSERSE 
=I Orb 

















1 Includes 641,000 executive, administrative and professional employes and 5,715,000 other employes. 
2 Our conservative estimate would place about 46 percent of industry employment in firms doing less than 
$500,000 in annual sales. 


Source: Wage and Hour and Public Contracts Divisions. 


Apprnpix VII 


Section 1. Stability of employment and earnings 


There is general agreement that average hourly earnings in retail trade is 
below the level in most industries, However, there is no such uniform agreement 
with respect to annual earnings. Actually, the theory has been advanced that 
many workers prefer employment in retail trade because the regularity of em- 
ployment insures agers: annual earnings than do industries with higher hourly 

’ 


earnings. In 1953, annual earnings in retail trade averaged $3,092 per employe 
as compared with $4,051 in manufacturing, $4,244 in construction, $4,364 in 
mining, and $4,465 in wholesale trade. Among the nonagricultural industries, 
annual earnings in retail trade were lower than in any other industry group with 
the exception of the service industries. However, even the service industries 
would not compare unfavorably if estimates of the value of nonmoney payments, 
like room and meals, could be added to cash wages. 

A discussion of annual earnings which was confined solely to major groups, 
would fail to indicate the wide variations around the averages. In manufacturing, 
for example, while the combined average is $4,051 per year per employee, there 
are many low-wage industries, in which the employees average considerably less 
than that amount. Similarly in the retail trade groups, employees in the low- 
wage components average considerably less than $3,092 per year. The figures 
below show annual earnings per employe in low-wage manufacturing and retail 
trade industries. It is evident from these, that employes in low-wage manufac- 
turing industries where seasonal unemployment is not uncommon, still earn more 
per year, on an average, than do employes in the low-wage retail trade industries. 
Low-wage industries: conan 

Manufacturing: in 1953 
Tobacco manufacturers 
Textile-mill products 
Apparel and other finished fabric products_.._...-.....---.-. 
Leather and leather products 
Retail trade: ! 
Department stores 
emgaead 2ierd variety stores 
Dry goods stores 


1 These res are averages for all employes covered by State unemployment insurance laws. The 
average for full-time employes would be somewhat greater, especially for variety stores. 


i ey U. 8. Department of Labor, exhibit H, ‘Materials on coverage and exemptions under the FLSA,” 
p : 
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Section 2, Level of earnings in retail trade 

Earnings are rather low in retail trade compared to other industries. For the 
year 1955, as an example, average hourly gross earnings in retail trade (except 
eating and drinking places) averaged $1.50, compared to $1.91 in wholesale trade, 
$1.88 in manufacturing, $1.95 in the railroad industry, $2.10 in gas and electric 
utilities, $2.19 in metal mining and $2.32 in petroleum and natural gas. 


Source: Bureau of Labor Statistics. 


Section 3. Trends in average hourly earnings in retailing compared with other 
industries 
Over the 7-year period 1947-53, average gross earnings in retailing increased 
almost two-fifths (38 percent), but lost ground to the 43 percent advance in 
average earnings for all manufacturing, the 47 percent advance in construction 
earnings, and the 40-61 percent earnings increases in transportation and public 
utilities. 
Source: U. 8. Department of Labor, exhibit H, “‘Materials on coverage and exemptions under the 
FLSA,” April 1955. 


TaBLe 13.— Wages and hours in retail trade, February 1956 

















Average Average Average 

weekly weekly hourly 

earnings hours earnings 
Ff ee ee = Ble TS ys Re $59. 44 38.6 $1. 54 
Gesteral snerohemdian stores. .......... 10 on Gece 2 cteccncen ses 42.94 35. 2 1.22 
Department stores and general*mail-order houses__..........- 48. 47 35.9 1.35 
I I. ad one ociaitertaine biamerdihearicn 61. 59 37.1 1. 66 
Automotive and accessory dealers. .--........-......-...-.---. 79. 28 43.8 1.81 
Apparel and accessories stores_._..............-..-.--+-------- 46.15 34.7 1.33 
Furniture and appliance stores_._.........-.---.-.------.--.--- 66. 56 41.6 1.60 
Lumber and hardware supply stores_..................-..-.-- 69. 89 42.1 1. 66 





Source: U. 8. Bureau of Labor Statistics, Employment and Earnings, April 1956. 


TaBLE 14.—Apverage hourly earnings in retail trade, August 1954 ' 















Gross average hourly earnings 
Kind of business 
United States South Non-South 

All retail trade (except eating and drinking) -................- $1. 47 $1. 29 $1. 53 

RLS CN RS: ot he PE: SE aa a 1. 51 1. 28 1. 59 
General merchandise group iihoe 1, 22 - 10 1.26 
Department stores-.-._- 1.31 1.19 1.34 
Variety stores._-..- ost 91 .79 . 96 
Apparel group-_-__.- pe theeSeetdel teccasiacs teeewossglcwud 1.43 1.21 1.48 
Furniture, furnishings and appliance group-__-.-..............-- 1. 60 1, 44 1. 68 
pO RES SS ee ae eee a eee 1.81 1, 60 1,90 
ra as lpia dl SEN ces 5g 1.47 1.28 1.54 
Lumber, building and hardware group ity 1.59 1.38 1. 66 
Drug and proprietary stores. _.......-. 4 1.23 1.10 1.31 
I, 6h eetieaiiineenbcir acti sligegis eatelinmimeneieninsea 1.51 1.38 1. 56 














1 Based on BLS average of $1.47 per hour in August 1954 and adjusted by relationship shown in Census 
of Business, 1948. 


Section 4. Safeway Stores, Inc. 
Average hourly wage rate paid to certain employes, year 1954: 


eee Ge A ch hd oc ncuewadicimiitetenecenswtes 1$1. 60 
EE LLL LA LAE ALT TOE CE CT LR, eT 1, 72 
en EE IL... . 0s wnneienuiundihiedinereea-ah oti snhtctiewhiietieneniagtilte 21.91 


1 The hourly rate shown for the grocery section includes takeaway boys. This would be a tendency to 
reduce the hourly rate. 
2 The hourly rate shown for the meat section includes the head meatcutters’ total compensation. 
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TaBLe 15.—Food clerks’ hourly wage rates as of Apr. 23, 1955 











| 
Zones (arranged alpha- | Highest Lowest Zones (arranged alpha- | Highest Lowest 
betically by divisions) | hourly rate| hourly rate betically by divisions) hourly rate | hourly rate 
| 

RID. vce anh on dni $1. 818 NE tr a weenie | $1. 450 $0. 830 
Ee RS Rae 1. 460 . 850 |} Omaha__-_ a ta 1. 600 . 750 
BEND atels, cancdciacces 1, 840 a < « " RCn ESBS 1. 490 1.116 
ga ee 1, 500 1.100 Ee ES 1. 850 1.000 
Kansas City.............. 2. 080 . 789 || Salt Lake City.........-- 2. 000 1.175 
, | RE ae ae 1. 935 . . ) SS | 2. 200 2. 080 
Los Angeles. ...........-- 2. 290 8 Q ” SSaaeee 2. 280 2. 150 
SE ee 2.075 1. 642 || Sacramento-...._......--.| 2. 200 1. 563 
| 2» er eee 1, 870 ee I no rinennincmena dd 1. 813 . 890 
Little Rock..............- 1. 470 1.000 ji Spolseme.. 2. ...--.22 1. 575 . 875 
Oklahoma City........._- 1. 625 . 833 || Washington, D. C__.___-- 1. 910 1.010 























Source: Safeway Stores, Inc. 


Section 5. Employee-wage distribution in multistate establishments 


The estimated number and percentage for all multistate retail establishments 
combined, who are paid less than the specified rates are as follows: 

















| Number Percent 
a dene hacia Sak Kee has mencectunpicinncwdsesennen 85, 000 5 
I a au Sa gin cea wabtemeinelemens | 250, 000 15 
Cater 8h... ah ctl akan LED, IRAE SII BE REP CSET IDE DORE | 425, 000 25 
SEES FERRETS ee ae Sees ENTREES 1, 690, 000 100 





Separate estimates have been made for multistate enterprises of the low-wage 
general merchandise groups. For the country as a whole, the proportion of work- 
ers receiving under 75 cents is estimated at 10 percent; under 90 cents, 25 percent; 
and under $1, 40 percent. For the South, for general merchandise stores the 
proportions are: under 75 cents, 35 percent; under 90 cents, 50 percent; under $1, 
65 percent. 

It is observed by the Department’s report that an increased minimum rate 
would have greater impact on the stores now paying the lowest rates. It is 
pointed out that this situation “‘illustrates the general problem which has devel- 
oped over the years where low-wage industries without protection of the minimum 
wage continue to lag behind while it has been necessary for other industries to 
adjust to a statutory floor under wages. While it may be recognized that some 
segments not now covered would have to go further to reach any statutory floor 
under wages, it must also be recognized that the longer the gap is permitted to 
continue the more difficult it will be to give minimum wage protection to the 
low-wage workers who do not now have it and are most in need of it.” 

Source: Bureau of Labor Statistics. 


Section 6. Earnings and hours in retail trade in three States ! 


I. ARIZONA 


The survey of earnings of women workers in retailing was undertaken by the 
State of Arizona in February 1954. 

This survey covered about 1,500 firms and almost 9,000 women employees 
working in department stores, limited-price variety stores, other miscellaneous 
general merchandise, apparel and accessory stores, food and liquor, as well as 
drugstores, furniture and other miscellaneous retail trade stores. 


1 Selected from Retail Wage and Hour Surveys of Arizona, Illinois, and New Jersey. For more complete 
data see 84th Cong., Ist sess., staff report to the Subcommittee on Labor of the Committee on Labor and 
Public Welfare, U. 8. Senate, on Retail Establishments and the FLSA, pp. 80-102. 
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TaBLE 16.—Median hourly earnings of women workers in Arizona, by type of store, 





Estimated Median 
Type of store number of | hourly earn- 
women ings 
workers 





8, 972 $0. 93 


Department stores » 1, 428 .99 
Limited price stores - +t 1,091 74 
Miscellaneous general merchandise and apparel and | accessory stores 2,478 .92 
Food, liquor, and drugstores 2,772 . 98 
Furniture, and miscellaneous retail trade stores 1, 203 1.09 














Source: Arizona Industrial Commission, Minimum Wage Department, Phoenix, Ariz., in cooperation 
with U. 8. Department of Labor, Women’s Bureau, Survey of the Earnings of Women Employed in Retail 
Trade Stores in the State of Arizona, February 1954 


TABLE 17.— Wage data by size of establishment 








Median Proportion of 
Type and size of store hourly earn- | women earn- 
ings ing less than 
$1 an hour 





Percent 
All Arizona 


8 





Department stores 
5 or less employees 
6 to 24 employees 
25 to 49 employees 
50 or more employees 
Limited price stores 
5 or less employees 
6 to 24 employees 
| Ra SEES RED Fy O08 EER TING SAPS ¢ BE ED eae oe ee eee ee 
50 or more employees 
Miscellaneous general merchandise and apparel and accessory stores 
5 or less employees 
6 to 24 employees 
SS to 40 CUO FO 0B nk ~ os + eects --stes- nee Ssida. cbbbb <4¢ancomelew 
50 or more employees 
Food, liquor, and drug stores 
SO en i Ga ae ci nek | 
6 to 24 employees } 
25 to 49 employees 
50 or more employees 
Furniture, and misetibensein retail trade stores_.........-..-----------------| 
5or less employees 
6 to 24 employees 
25 to 49 employees 
60 or more employees 


SBSREILS 
CAannteanwnwinws 


pcRBSEEASNES 
Caw we DOWWO 








, Survey of the Earnings of Women Employed in Retail Trade in the State of Arizona, February 


TaBLe 18.—Type of store and median hours in workweek 


Department stores 40 
Limited price stores 40 
Miscellaneous general merchandise and apparel and accessory stores. _.- 41 
Food, liquor, and dru 48 
Furniture, and miscella i 42 


198 nak Survey of the Earnings of Women, -Employed:in;Retail Trade;in;the;State of Arizona, February 
p. 13. 
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2, ILLINOIS 


TaBieE 19.—Percentage distribution of women and minors in retail trade by average 
hourly earnings ! 
Receiving less than— 
75 cents per hour 
87 cents per hour 
$1 per hour 
Nene ee nn ee cpoaba~senarancesenen 
$1.29 per hour 


1 The survey described its scope as follows: 

“All women and minor employees except proprietors, firm members, and officers of corporations were 
included in this wage survey. 

“The Minimum Fair Wage Standards for Women and Minors Act defines a ‘minor’ as being a female 
person under the age of 18 years and a male person under the age of 21 years. 

“The survey included 8 general groups of retail trade within 4 major areas determined by economic and 


hie factors. 

ain uded in the study were: Department stores; variety stores; general merchandise stores; food stores; 
re oy stores; drugstores; furniture, home furnishings, and equipment stores; and miscellaneous retail 
trade stores. 

“Four major groups of retail trade were excluded from the study. These groups are: Building materials 
and farm equipment; mail-order houses; automobile and transportation, including gasoline service stations 
and eating and drinking places. 

“There probably is a larger proportion of women and male minors earning very low amounts and very 
high amounts than indicated by this survey. Furthermore, since smaller cities and rural areas are under- 
represented in the survey, it is snap that there is a larger proportion of women and male minors earning 
smaller amounts than revealed by this survey.” 


Source: Survey of Earnings of Women and Male Minors in Illinois Retail Trade, April 1954, Reprinted 
from July-August 1955 Illinois Labor Bulletin. 


TaBLE 20.—Earnings of women and male minors in limited-price variety stores 


Receiving less than— Percent 
67 cents per hour 
75 cents per hour 
80 cents per hour 
87 cents per hour 
Average hourly earnings, 84 cents. 


TABLE 21.—Earnings of women and male minors in drugstores 


Earning less than— 
75 cents per hour 
93 cents per hour 
$1.11 per hour 
Average hourly earnings, 97 cents. 


TABLE 22.—Earnings of women and male minors in food stores 


Receiving less than— 

75 cents per hour 

88 cents per hour 

$1.07 per hour 

$1.29 per hour 

Average hourly earnings, $1.09 

In department stores, which followed drugstores, there were still over 25 

percent of the employes earning less than $1 in April 1954. 


TABLE 23.—Earnings of women and minors in department stores 


Receiving less than— 
75 cents per hour 
97 cents per hour 
$1.12 per hour 
$1.31 per hour 
Average hourly earnings, $1.17. 





32 FAIR LABOR STANDARDS ACT 


Earnings of women and male minors in apparel stores 


Receiving less than— 
75 cents per hour 
93 cents per hour 
$1.12 per hour 
$1.38 per hour 
Average hourly earnings, $1.22. 


Source: Survey of Earnings of Women and Male Minors in Illinois Retail Trade, April 1954. Reprinted 
from July-August 1955 Illinois Labor Bulletin. 


TABLE 25 





Average hourly 
Women earnings 2 Average 
and male weekly 


minors ! hours 2 
Median Mean 








All retail trade #4 163, 075 | $1. 06 & Bus 
»e | yp eS ren 
Wabustunst eterttsc so 28. a 38, 755 1.12 a 
Variety stores --. 15, 617 80 | 
Other general merchandise 4, 680 98 | 
Food stores * 42, 864 
| 





Apparel stores__.....-..-- re yt natn ys ‘ 24, 975 

Drugstores_.......-..---- BRET ct MS 2 10, 060 

Home furnishings and equipment -- : 4, 752 

Miscellaneous retail stores . 21, 372 0 | 
| | 











.. Soap women and male minors estimated to be employed in retail-trade establishments within the scope 
of the study. 

2 Weighted by sample and trade weights. 

3 Included in the study were: Department stores, variety stores, general merchandise stores, food stores 
apparel, drugstores, furniture, home furnishing and equipment stores and miscellaneous retail trade stores. 

4 Major groups of retail trade were excluded from the study. These groups are: Building materials and 
farm equipment, mail-order houses, automobile and transportation, including gasoline service stations, 
eating and drinking places and liquor stores. 


Source: Illinois Department of Labor, Division of Statistics and Research. 


3. NEW JERSEY 


The New Jersey Department of Labor and Industry surveyed earnings and 
hours in retailing in June 1954. 

The retailing industry in New Jersey comprised then 1,139 firms with almost 
10,000 employees. Over 90 percent of these firms were independents, about 5 
percent belonged to small chains, and about 2 percent to large chains. 


TaBLe 26.—Hourly earnings, retail trade, New Jersey, 1954—percent distribution 


Retail trade | | 





Retail trade 


Hourly earnings Hourly earnings 








Men Women Men Women 





Number reporting- 5, 917 3,661 || $1, under $1.10 
Median hourly 8 $1.09 || $1.10, under $1.20 
I $1.20, under $ 
100.0 || $1.30, under $1.40 
$1.40, under $1.50 
$1.50, under $1.60 


$1.70, under $1.80 
$1.80, under $1.90 


_ 


. BB, BRREF SOLEMN 
| Ril anwamacaomwonane 





_ 





65, under 70 cents............- 
70, under 75 cents__.-.-......- 
75, under 80 cents............- 
80, under 85 cents_..........-- 
85, under 90 cents............- 
90, under 95 cents............- 
95, under $1 


Pr PNNSONS cro 
WNROANKWOOROH 





_ 
~I 
— 


Not reporting 











@SIWoNw se OQ 


FPESSConhrr, .. 
Oe dd a) 
~ 


— eb 


Grand total 


S 
z 

















Source: New Jersey Wage and Hour Survey, 1954. 
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TaBLE 27.—Percent distribution of hourly earnings of men in retail trade, New 
Jersey, 19541 





Total General Drug- Auto and 
Hourly earnings retail {merchan- store |Furniture}| access >r- 
dise ies sales 








Number men reporting 5, 917 763 22 617 1, 040 
Median hourly_....-......... $1. 53 j $1. 56 $1. 55 
Total (percent) 100.0 . 100. 0 


Under 50 cents s® 
TD ee eee aa Gee 0 
55, under 60 cents 

60, under 65 cents_- 

65, under 70 cents 

70, under 75 cents 

75, under 80 cents 

80, under 85 cents 

85, under 90 cents 

90, under 95 cents 

es 2 ee ee ee 
Siz wnder S06... ...5 442. coububeth eae 
$1.10, under $1.20 

$1.20, under $1.30 

$1.30, under $1.40 ss 
$1.40, under $1.50__.......-..-..-.-..- lee 
$1.50, under $1.60 

$1.60, under $1.70 

$1.70, under $1.80 

$1.80, under $1.90 

$1.90, under $2 

$2, under $2.50 

$2.50 and over 











oo 
1] 
o 

— 


a 
oo 


— 
~ 


NOPRBMON SP POOR HENNE oH, 


to COUCH DOBNWORAKWOWN AOS See wo 
oo aon~nw aw 


-CoOOoOonwou 


WAC DWAANWNOOOAW 


noc 


NAO 
aoe 
a 


CNN COK OK BAW w kant 


NNVOSNN OH SOPGSNENE, , 








o. 


- 
WANNNNAANBWOS, Wwe, , 





PRK PNNDONSOSS, rrp 


_ 


| 





. | POMNNOSC MGSO OMe 2. wk 
Sl Sil wr wmoenmanwRKcanmnmanmonmnrH 


oo CUcmamoar 





| 
|| 
1] 
iI 
| 








2 |] CRP SIN OSnNOonerr, 


Not reporting | 


| 


1 
1,226; 229) 





| 


ae | 





SS Es ES ; 765. 





! Two minor categories “‘ Gas station’”’ and “‘ All other’’ are deleted from original survey table. 
Source: New Jersey Wage and Hour Survey. 
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TaBLe 28.—Percent distribution of hourly earnings ef women in retail trade in 
New Jersey, 1954. 





Total General Drug- Auto and 
Hourly earnings retail jmerchan-| Food store |Furniture| accesso- 
dise | ries sales 





Number women reporting 3, 661- 1, 824 728 145 
Median hourly $1. 09 $1. 04 $1.14 . $1.30 











Total (percent) 100. 0 100.0 100. 0 . 100. 0 


Under 50 cents 
50, under 55 cents 
55, under 60 cents 
60, under 65 cents 
3 eee eee ee ae" 
70, under 75 cents } 
75, under 80 cents__.............-.-. angie 
sg eee 0 
85, under 90 cents 

90, under 95 cents 

95, under $1 

IDE GR, EE FPR ' 
$1.10, under $1.20 

$1.20, under $1.30 

$1.30, under $1.40___.......----- hE 
eS Ce | 
$1.50, under $1.60 

$1.60, under $1.70 

$1.70, under $1.80 

$1.80, under $1.90 

$1.90, under $2 





0 0 
| 0 
0 


> 


coooceo 
cooooe 


- 
7] 





NV MOPS PNW WHS 


~ 
DONA AMS po 


MAW UA ODNOADUDARH RH WWOOUsN 
hes hat me 
ON, PPS 


o> 
— i 


= 
PHO, ARON SS 


YP, NPN ors 
eee 


PAP EPPASAMOV Ar KPN, NO 


7 
AMV ONSPPAANNE., . 
em |] me Om WON Oe OS mH A100 


S 
LPH OK AWOODH NASW 


o PP PPPS 
WOSSCOOCASCaAHAAAonse 





, PP oN OO PN ON So 
WH WOROANHDOUNOCHWENAUOSOOS 





rr" 








eo CSINOCOSCNOeF OCOC#nws~ 


SCOoSoooK ANH 


$2.50, and over 








Not reporting 26 


_ 
~~ 








| 


— 
S | 
2 


Grand total | 3,687 











1 Two minor categories ‘‘ Gas station’”’ and “‘ All other’”’ are deleted from original survey table. 
Source: New Jersey Wage and Hour Survey, 1954. 


TABLE 29.—Percent distribution of hourly earnings by size of establishment and sez, 
New Jersey, 1954 





Retail trade 
Hourly earnings 





Male Female 





Number reporting : 5,917 3, 661 
Total (percent) 100.0 











Less than 5 employees: 
Under 50 cents 


ah ch od 
Aow-: 


75 cents under $1 
$1 under $1.50 


5 and less t’ an 25: 
Under 50 cents 
50 cents under 75 cents 
75 cents under $1 
$1 under $1.50 
$1.50 and over 
25 and less than 50: 
Under 50 cents 


== re 


owned ana e 


75 cents under $1 

$1 under $1.50 

$1.50 and over 
50 and over: 

Under 50 cents 


75 cents under $1 
RTC STEERS SIE ST Se Se 
$1.50 and over 

Not reporting 


Grand total 











& 








ro] 





Source: New Jersey Wage and Hour Survey, 1954, B-31. 
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Appenpix VIII 


Section 1. Payroll expense in retail trade 


In noting that the labor cost ratio is an important factor in evaluating the 
feasibility of the specified minimum wage rate, the report indicates that the 
closest approximation to a labor cost ratio in retail trade is the relationship be- 
tween payrolls and total sales. “In 1948,” the report says, “the total payroll for 
retail.stores of multiunit firms was equivalent to 12 percent of the total sales, 
The corresponding ratio for general merchandise stores was 14 percent. These 
figures are low compared to most of the manufacturing industries. In table 30, 
payrolls in large retail stores are shown as a percent of retail sales in 1948. Multi- 


state chain enterprises are, generally speaking, very stable firms with substantial 
reserves.” 


Tas_e 30.—Retail payrolls in stores of multiunit firms as a percent of retail sales in 
those stores, by kind of business, United Siates, 1948 





l 
Sales (mil- | Payroll (mil- Payrolls, 
Kind of retail business | lionsof | lions of percent sales 


dollars) | dollars) 








Retail trade, except eating and drinking places 37, 518, 


Food group. _...-...-.-- oe 11, 737.0 
General merekandise. group ! | 10, 
Department stores “eS 6 
Dry goods, general merchandise stores 

Variety CUGrOR 2. ua 5. 65 5k abhi ee Rab hep chee ewewsiee aa 
Apparel group - scm ge : 

Furniture, furnishings, appliance group- 

Automotive group - 

Gasoline service stations... ......... 
Lumber, building, hardwate group cena 
Drug and proprietary stores_...........-...-.---------- sail 
Other retail stores ? Sethe 


S 


por SOS? 


os ; 3 3 Gre G 
INA OFF WONOY Nee 


a ed 
os 
= 
ad 
wo 











1 General merchandise group includes general stores. 
2 Other retail stores include liquor stores and secondhand stores as well as the lines shown in the census. 


Source: ' Census of Business, 1948. 


Section 2. Charges or cost involved in retailing textile products 


Gross margins, or the spread between merchandise costs and net sales, for 
department and specialty stores increased from 35.5 percent of net sales in 1935 
to 38.9 percent during World War II, decreased to 35.3 percent in 1949, then 
increased to 36.9 percent in 1950. These margins represent typical performance 
of department and specialty stores, as reported by the National Retail Dry 
Goods Association. In arriving at these margins, adjustments were made in the 
cumulative markon, for markdowns, stock shortages, workroom costs, and cash 
discounts. 

Data relating to the operating results of department stores, as reported by the 
Harvard Bureau of Business Research, show that gross margins increased from 
about 33 percent of sales in 1932 to about 38 percent during World War II, 
decreased to 35 percent in 1949, then increased to more than 36 percent in 1950, 
Total operating expenses decreased from almost 40 percent of sales in 1932 to 
about 28 percent in 1945, then increased to more than 32 percent in 1949 and 1950. 

Payroll expense, which compromises salaries, wages.and bonuses for all em- 
ployes, including executives, but excludes pensions and payroll taxes, was by far 
the largest single item of expense for department stores. The proportion of net 
sales accounted for by payroll expenses decreased from 18.7 percent in 1932 to 
15.4 percent in 1945. It was more than 17.5 percent in 1945 and in 1950. Real 
estate costs, advertising, and other expenses, as proportions of net sales, have 
also increased in recent years. Net operating results show improvements from 
losses of more than 6 percent of net sales in 1932 to profit of almost 10 percent of 
net sales in 1945. In the postwar period profits decreased and in 1950 they 
averaged 4.3 percent of sales, 


Source: U, 8. Department of Agriculture, Technical Bulletin No. 1062, September 1952, Marketing and 
Manufacturing Services and Margins for Textiles, p. 262. 
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Appenpix IX 


Comparison of multiunit interstate retail chain firms 
WITH COMPANIES IN OTHER SELECTED INDUSTRIES COVERED BY FLSA 















































































Name of company Annual sales | Net income | Total assets 
volume 

Multistate food store chains: 
eee se BOO sos ne ed $4, 139, 966,250 | $22,233,308 | $491, 720, 301 
IT 5 cial tele dct vidio hdnnbedivee oud edie delpebhabia 1, 932, 243, 202 13, 621, 803 423, 492, 357 
te RR PAST AE TS mE AEE ERM 1, 219, 474, 812 14, 368, 292 230, 793, 517 

Multistate variety - ore chains: 

0 I Se eee. 2 eae 767, 779, 000 34, 156, 000 486, 360, 000 
I i ia cael neice ambcienaednehapmianeanmitens 354, 650, 628 13, 882, 535 247, 047, 832 
CS Er es Fs eee 351, 848, 626 9, 710, 053 128, 215, 366 

Multistate department store chains: 

ER Pres Pep os AB tA. 543, 984, 209 13, 230, 847 235, 956, 392 
EET TO SE ES 500, 556, 136 19, 091, 636 208, 547, 804 
May Department St~res Co-..............--...--.---.-- 444, 371, 000 16, 996, 000 275, 191, 000 

Multist»te drugstore chains: 

TS ee ae a ee 192, 735, 093 3, 994, 204 48, 787, 445 
ESS ES ae See ae 153, 465, 106 4, 065, 867 89, 689, 428 
I i 57, 569, 935 1, 503, 863 20, 830, 546 

Multistate specialty store chains: 

Pg EE Ee a 161, 090, 184 3, 062, 518 58, 844, 278 

ESE Ot ee 2 a 85, 177, 045 3, 132, 476 64, 510, 612 

Lane Bryant RR 2 E'S eS eee 60, 269, 1,374, 015 22, 869, 580 
COMPANIES IN OTHER INDUSTRIES COVERED BY FLSA 

Food process ‘rs: | 
OS eR ae a SS, Ase OT aR 182,094,188 | 13, 782, 205 82, 025, 403 
RIBAS i RTE TENE F3 EE 86, 712,342 | 5, 453. 585 43, 353, 790 
EES NE 5, TTT SRR. CTRL OSES 52, 451, 671 3, 993, 661 26, 426, 448 

Metal containers: 

a SS EE SOT HOE 70, 880, 031 990, 164 48, 679, 162 
Unirn Metal Manufacturing--_.............-..-.- 20, 323%, 415 876, 056 12, 529, 635 
ili Nl AR EI a 595, 862 285, 948 3, 462, 595 

Furniture manufacture: 

Kroehler Manufacturing Co-............--- 76, 215, 448 4, 128, 625 37, 804, 313 
American Seating Co. ..................-. 37, 489, 510 2, 304, 336 23, 402, 364 
REE PEE ocr isectandsccebosankseinenee 24, 243, 928 | 1, 418, 136 15, 234, 235 

Shoe companies: 

Kinney (G. R.) Co___-- 51, 661, 246 1, 726, 886 18, 189, 204 
A. 8. Beck Shoe Corp--- 51, 496, 477 1, 028, 987 19, 376, 786 
Nunn-Bush Shoe Co..._........-.---.------ 14, 946, 872 469, 266 9, 878, 935 

Rubber manufacture: 

i A ES ET ALL AD TOT SS RN 69, 150, 073 2, 321, 477 40, 030, 726 
eco dabbvadebbucdesbocscesbdns 45, 987, 064 1, 127, 085 24, 242, 336 
Lee Rubber & Tire.....-....--- eb cdadiabe pac<quboqeid 45, 912, 226 1, 750, 071 29, 910, 162 

Industrial chemicals: 

Victor Chemical Works ! 48, 355, 422 3, 964, 848 48, 410, 614 
Devoe & Reynolds Co___._...-...-.---.-- 48, 008, 008 1, 334, 109 28, 868, 577 
Fansteel Metallurgical _..................-- 27, 589, 069 2, 298, 195 18, 190, 288 

Electrical appliance manufacturers: 
ne Sct Sih enna amelie mete. aap ee IE LaE og te 90, 119, 826 6, 853, 824 49, 868, 228 
Emerson Electric Co 40, 347, 929 1, 228, 263 28, 014, 736 
BN, eels. - sideman destielebedie 7, 104, 585 2, 878, 349 46, 269, 652 

Breweries: 

Falstaff Brewing Corp 109, 941, 809 4, 361, 332 36, 978, 324 
Jacob Ruppert-- poe 33, 478, 275 601, 212 17, 316, 647 
Goebel Brewing Co....- 31, 819, 344 206, 377 14, 484, 786 
1 Minus 1954. 
Source: Standard & Poor’s. 
Mr. Surrripce. I might say first of all, if there are any questions 


that the chairman or members of the committee have of me or the 
others, we would be glad to try to answer them. 
Mr. Wier. Were those three bells that just rang, they called us 


down to the House floor. 


There are a number of questions I would 


like to raise, and I am going to ask the chairman if he cannot continue 


this hearing tomorrow morning. 
The Cuarrman. I think so. 
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Mr. Wier. I think this is a very well-prepared statement, and 
there is a lot of information contained there. 

The CuHarrMan. It is one of the few that long, that I have ever 
followed all of the way through. 

What is the view of the subcommittee? 

Mr. McConne tt. I think we should meet tomorrow. 

The CHarrman. Would it be convenient to you to meet tomorrow 
at 10 o’clock? 

Mr. SurrrinvGe. That is fine. 

The CuHarrMan. If that will meet your convenience, we will do that. 

Mr. SurrrivGe. That will be fine. 

The CuHairMAN. We will meet tomorrow morning at 10 o’clock. 

(Whereupon, at 12:15 p. m., the committee adjourned, to reconvene 
at 10 a. m., July 20, 1956.) 
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SUBCOMMITTEE OF THE COMMITTEE, 
ON EpucATION AND Labor, 
Washington, D. C. 

The subcommittee met at 10:15 a. m., pursuant to recess, in room 
429 of the House Office Building, Hon. Graham A. Barden (chairman) 
presiding. 

Present: Representatives. Barden, Wier, McDowell, McConnell, 
and Velde. 

Also present; Fred G. Hussey, chief clerk; John O. Graham, mi- 
nority clerk; James M. Brewbaker, general counsel; Kennedy W. 
Ward, assistant general counsel; and Russell C. Derrickson, chief 
investigator. 

The Coarrman. The committee will come to order. 

I believe Mr. Wier said he had some questions. 


STATEMENTS OF JAMES A. SUFFRIDGE, PRESIDENT OF THE 
RETAIL CLERKS INTERNATIONAL ASSOCIATION, AFL-CIO; 
WILLIAM W. MAGUIRE, ASSISTANT TO THE PRESIDENT; S. G. 
LIPPMAN, GENERAL COUNSEL, AND J. H. BENNISON, RESEARCH 
DIRECTOR, RETAIL CLERKS INTERNATIONAL ASSOCIATION, 
AFL—CIO—Resumed 


Mr. Surrrince. Yes. We want to thank you for the opportunity 
to come back and we will at least attempt to answer any questions 
that are asked. 

Mr. Wier. Mr. Chairman, in view of the fact that we have legis- 
lation here directed to covering a particular field in a particular indus- 
try by a particular organization out of the trade-union movement, 
and because it might become necessary to take a look at the picture 
that is presented here as to the necessity for this particular legislation 
and coverage in this field of endeavor by the wage and hour law of the 
employees, [ think it would be of interest to know who these employees 
are, a be, they do and where they work, and the coverage and extent 
of this organization to give us a complete picture of the problem. 

The employers no doubt will give the other side of the picture, but 
I think, Mr. Suffridge, you ought to make known to the commiitee 
the problem in reality, the people involved, the size of your organi- 
zation, who you cover and who this law would cover. 

Mr. Surrripce. Our organization, of course, deals almost ex- 
clusively with retail store employees, meaning department stores, 
fgod stores, drugstores, any type of a retail store that sells to the uiti- 
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mate consumer. Our organization, of course, has been around a long 
time, having been established in 1888. 

The problems, however, in organizing this particular group of 
white-collar workers differs, perhaps, from the problems that might 
be faced in organizing people in other fields. This is almost necessary, 
I think, to get what you are after by way of background. 

We believe that the coverage that we ask is important, probably 
more for the unorganized people in the retail stores and for the or- 
ganized retail employer than it is actually for our organization. 

We have around about 300,000 members in our organization, which 
is, I think, about 12th in this new AFL-CIO merged labor movement 
out of about 160 internationals. However, the vast majority of the 
retail store workers are still unorganized. 

We feel that it is an obligation on our part to try to at least place a 
floor under the wages of the people in the retail industry, at least this 
small segment of large employers which we find to be about 2.2 per- 
cent of the industry that does more than a third of the volume of 
business in the industry out of that small percentage. 

So we feel that it is not fair to organized management, it is not fair 
to organized employees in our union, to have the vast majority of 
the people in the retail industry without some type of protection, some 
type of coverage. 

We are not in a position to organize, even if we desired to, and use 
some of the techniques or tactics, perhaps, of maybe some other 
organizations. We have to organize by salesmanship. You go into 
retail stores and you make your contacts. And I think you are 
pretty well aware of the fact that it is not like organizing a factory 
where you might get a loudspeaker and make a speech over the fence 
during the lunch period, or go into factories and have ready access to 
the workers. 

So, for that reason, we believe that it is to the benefit not only of 
our union but to the benefit of organized employers in the retail 
trade to have at least this coverage put into effect to at least stabilize 
the industry to that extent. 

We are, of course, faced with the problem of serving and organizing 
people in our industry that are passing through. It is pretty hard to 
talk to anyone of your acquaintance that has not at some time worked 
in a retail store. They work in the retail! store either going up the 
ladder or coming down the ladder. They work in a retail store as a 
housewife to help augment the income. They work in a retail store 
as an unmarried girl until they get married, and sometimes continue 
after that in order to augment the income. 

But we do have in this industry, at best, perhaps the highest 
turnover at least of any industry we know of employees within the 
industry. We believe that coverage under wage and hour would 
tend to stabilize that, and in fact add a little bit of dignity to the job. 

I do not want to go into long clippings, but I was just reading this 
morning from Women’s Wear an article by Samuel Feinberg, appar- 
ently one of their staff writers. Women’s Wear is one of the trade 
‘ea sans And they were highly critical of the retailing industry 

ecause of the fact that they did not cooperate to any great extent 
with the colleges and universities in preparing people to go into 
retailing. They were critical of the low wages, critical of the irregular 
hours, critical of night and Sunday work, and critical of many of the 
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disadvantages of going into retailing. In fact, the heading of the 
article says: ‘“‘Con side of retail careers.” 

They infer that the people, at least out of the universities and col- 
leges are more or less conned into coming into the retailing industry 
with the promise of some day going ahead. 

We talked here informally a few minutes ago and we said that 
perhaps someone someday should pass a bill or propose one to cause 
chain stores to put their true name on their advertising and on their 
windows, because many times you will see the same ownership that 
will have 2 or 3 stores in the same block under different names, 
particularly in dress shops and variety stores of one kind or another. 

So, in talking about this, and this question of promotion and 
progress and the problem that the retail people probably are conned 
along, as this article indicates, more along those lines than perhaps 
any other industry. 

But to get back to this, we believe that coverage in retailing would 
be good for the industry. 

Mr. Ve.pe. Would you yield to me for a question? 

Mr. Wier. Yes. 

Mr. Ve.pz. I presume that the majority of your membership are 
women; are they not? 

Mr. Surrripce. Well, we think that, due to the fact that we take 
in so much more besides department stores, food stores and so on, 
that it is probably about 50-50. 

Mr. Veuve. Do you have a breakdown as far as your membership 
is concerned as to the number who are employed by A. & P., for 
instance, and Sears, Roebuck and Macy’s? 

Mr. Surrripvce. Well, we do not have any particular reason for 
that breakdown so we do not keep it. In most smaller cities, we have 
a general local that takes in any type of retailing, and in the larger 
cities we have, of course, specialty locals that take in department 
stores and food stores and so on. So for that reason we do not keep 
that breakdown. 

Mr. Ve.pr. But I suppose it is true that the majority, a great 
majority of your membership, comes from the so-called big business? 

Mr. Suprrivge. I think that is true. Take some cities, and we 
will say int we are just about as completely organized as any union 
ever gets, —-~h as San Francisco, Seattle, and many spots like that. 

In othe!8"S,tions, I would say our membership is predominantly 
in the big chains. 

Mr. Vetpr. Do you have any statistics as to the rate of pay that 
your membership is getting at the present time, the average rate of 


pay? 

Mr. Surrripvge. Not an average rate of pay, because we have never 
had a desire to negotiate nationally. We negotiate regionally. And 
when a new group is organized, if they are accustomed to getting z 
cents an hour, our aim is to improve their conditions, general improve- 
ment on an evolutionary type way, rather than revolutionary. So 
we do not have, even in Safeway or the national chains, A. & P., the 
the same wage scale in Atlanta, for instance, as we might have, say, 
in San Francisco. 

That is mainly because the longer an area is organized, the more it 
will naturally pull itself up. The newer organized places will be 
lower because they are making gradual progress. 
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Mr. Surrrivce. Yes. We want to thank you for the opportunity 
to come back and we will at least attempt to answer any questions 
that are asked. 

Mr. Wier. Mr. Chairman, in view of the fact that we have legis- 
lation here directed to covering a particular field in a particular indus- 
try by a particular organization out of the trade-union movement, 
and because it might become necessary to take a look at the picture 
that is presented here as to the necessity for this particular legislation 
and coverage in this field of endeavor by the wage and hour law of the 
employees, [ think it would be of interest to know who these employees 
are, what. they do and where they work, and the coverage and extent 
of this organization to give us a complete picture of the problem. 

The employers no doubt will give the other side of the picture, but 
I think, Mr. Suffridge, you ought to make known to the committee 
the problem in reality, the people involved, the size of your organi- 
zation, who you cover and who this law would cover. 

Mr. Surrrivce. Our organization, of course, deals almost ex- 
clusively with retail store employees, meaning department stores, 
fgod stores, drugstores, any type of a retail store that sells to the ulti- 
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mate consumer. Our organization, of course, has been around a long 
time, having been established in 1888. 

The problems, however, in organizing this particular group of 
white-collar workers differs, perhaps, from the problems that might 
be faced in organizing people in other fields. This is almost necessary, 
I think, to get what you are after by way of background. 

We believe that the coverage that we ask is important, probably 
more for the unorganized people in the retail stores and for the or- 
ganized retail employer than it is actually for our organization. 

We have around about 300,000 members in our organization, which 
is, I think, about 12th in this new AFL-CIO merged labor movement 
out of about 160 internationals. However, the vast majority of the 
retail store workers are still unorganized. 

We feel that it is an obligation on our part to try to at least place a 
floor under the wages of the people in the retail industry, at least this 
small segment of large employers which we find to be about 2.2 per- 
cent of the industry that does more than a third of the volume of 
business in the industry out of that small percentage. 

So we feel that it is not fair to organized management, it is not fair 
to organized employees in our union, to have the vast majority of 
the people in the retail industry without some type of protection, some 
type of coverage. 

We are not in a position to organize, even if we desired to, and use 
some of the techniques or tactics, perhaps, of maybe some other 
organizations. We have to organize by salesmanship. You go into 
retail stores and you make your contacts. And I think you are 
pretty well aware of the fact that it is not like organizing a factory 
where you might get a loudspeaker and make a speech over the fence 
during the lunch period, or go into factories and have ready access to 
the workers. 

So, for that reason, we believe that it is to the benefit not only of 
our union but to the benefit of organized employers in the retail 
trede to have at least this coverage put into effect to at least stabilize 
the industry to that extent. 

We are, of course, faced with the problem of serving and organizing 
people in our industry that are passing through. It is pretty hard to 
talk to anyone of your acquaintance that has not at some time worked 
in a retail store. They work in the retail store either going up the 
ladder or coming down the ladder. They work in a retail store as a 
housewife to help augment the income. They work in a retail store 
as an unmarried girl until they get married, and sometimes continue 
after that in order to augment the income. 

But we do have in this industry, at best, perhaps the highest 
turnover at least of any industry we know of employees within the 
industry. We believe that coverage under wage and hour would 
tend to stabilize that, and in fact add a little bit of dignity to the job. 

I do not want to go into long clippings, but I was just reading this 
morning from Women’s Wear an article by Samuel Feinberg, appar- 
ently one of their staff writers. Women’s Wear is one of the trade 
papers. And they were highly critical of the retailing industry 
because of the fact that they did not cooperate to any great extent 
with the colleges and universities in preparing people to go into 
retailing. They were critical of the low wages, critical of the irreguiar 
hours, critical of night and Sunday work, and critical of many of the 
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disadvantages of going into retailing. In fact, the heading of the 
article says: ‘‘Con side of retail careers.” 

They infer that the people, at least out of the universities and col- 
leges are more or less conned into coming into the retailing industry 
with the promise of some day going ahead. 

We talked here informally a few minutes ago and we said that 
perhaps someone someday should pass a bill or propose one to cause 
chain stores to put their true name on their advertising and on their 
windows, because many times you will see the same ownership that 
will have 2 or 3 stores in the same block under different names, 
particularly in dress shops and variety stores of one kind or another, 

So, in talking about this, and this question of promotion and 
progress and the problem that the retail people probably are conned 
along, as this article indicates, more along those lines than perhaps 
any other industry. 

But to get back to this, we believe that coverage in retailing would 
be good for the industry. 

Mr. Vexipe. Would you yield to me for a question? 

Mr. Wier. Yes. 

Mr. Veupz. I presume that the majority of your membership are 
women; are they not? 

Mr. SurrripGe. Well, we think that, due to the fact that we take 
in so much more besides department stores, food stores and so on, 
that it is probably about 50-50. 

Mr. Veupz. Do you have a breakdown as far as your membership 
is concerned as to the number who are employed by A. & P., for 
instance, and Sears, Roebuck and Macy’s? 

Mr. Surrripce. Well, we do not have any particular reason for 
that breakdown so we do not keep it. In most smaller cities, we have 
a general local that takes in any type of retailing, and in the larger 
cities we have, of course, specialty locals that take in department 
stores and food stores and so on. So for that reason we do not keep 
that breakdown. 

Mr. Vetpe. But I suppose it is true that the majority, a great 
majority of your membership, comes from the so-called big business? 

Mr. Sy RIDGE. I think that is true. Take some cities, and we 
we are just about as completely organized as any union 
as San Francisco, Seattle, and many spots like that. 
wtions, I would say our membership is predominantly 
ins. 

Mr. Vetpr. Do you have any statistics as to the rate of pay that 
your membership is getting at the present time, the average rate of 










pay? 

Mr. Surrrivce. Not an average rate of pay, because we have never 
had a desire to negotiate nationally. We negotiate regionally. And 
when a new group is organized, if they are accustomed to getting z 
cents an hour, our aim is to improve their conditions, general improve- 
ment on an evolutionary type way, rather than revolutionary. So 
we do not have, even in Safeway or the national chains, A. & P., the 
the same wage scale in Atlanta, for instance, as we might have, say, 
in San Francisco. 

That is mainly because the longer an area is organized, the more it 
will naturally pull itself up. The newer organized places will be 
lower because they are making gradual progress. ~ 
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Mr. Vetpr. Do you have any idea or can you approximate the 
average wages? 

I suppose it is under a dollar? 

Mr. SurrripGe. Well, the average wage in the union contracts, [ 
think we would have to say, would be over a dollar. 

Mr. Lippman. I think the Department of Labor published figures 
showing that 15 or 16 percent of all‘women who work are employed 
in the retail industry. 

Mr. Veupe. Thank you. 

Mr. Wier. Let me ask you another question, because it always 
comes up here when we have got this particular legislation before us 
on the wage and hourlaw. The question of Federal or State minimum 
wage pops in. And that is a serious problem, I imagine, with you in 
seeking legislation. 

When it comes to the minimum wage in a State, it is rather difficult 
to get legislation from State legislatures unless it covers all of the clerks 
in that State. I think a number of your cases have been thrown out 
when you tried to differentiate, as you can before the Congress here, 
because of interstate commerce. 

I know in Minnesota we have had several labor laws thrown out 
because there was a differential of treatment to the workers covered 
by the bill and it became so-called class legislation. 

I presume that you feel that you can serve the employees in the 
retail trade better by the Federal law because, as you show here, your 
opposition to this law always comes from the small grocery store or 
the small general store in the small towns of a State. And, therefore, 
your legislatures are very reluctant because of the interstate coverage 
that is aceorded by the Federal Government, and they make these 
exclusions. 

We never were able to do a very good job on a minimum wage in 
Minnesota because we are an agricultural State, composed largely of 
small communities with small home-owned stores. I know my inail 
always comes from the small man, a man operating a store with his 
wife and a couple of people, maybe. He can be hurt. 

Whut you are attempting to do here is to exclude the little independ- 
ent store, the local store, and cover those in the upper bragkets who 
can well afford it and whom this kind of legislation w not en- 


danger. 

Mr. SurrrinGce. The statistics we have to work on, e there 
are none later, are as of 1948, the United States census 6f Business in 
1948, and I want to emphasize we cannot obtain a later copy than that. 
They show that the coverage that we wish to have included covers 
only 2.2 percent of the firms, the corporations, the businesses. This 
means that we still would exclude almost 98 percent of the firms. 

In other words, we are interested in the large firms that affect 
commerce. 

It is almost impossible, as you pointed out, to go State by State and 
get minimum-wage laws passed, and particularly when they are not 
interested in bringing the corner drugstore or the corner grocery store 
under this law. 

We are interested in the mass employers in retailing, as it was 
pointed out yesterday, that get up into the millions and billions of 
dollars per year volume. 

So we believe that the only approach to the correction of that is 
through the Federal legislation route. 
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Mr. Wier. When you speak of firms, I assume you are including 
all retail, everybody in the retail business? 

Mr. Surrrivce. That is right; Montgomery Ward and A. & P, 
and so forth. 

Mr. Wier. You say that 98 percent of the retail business in this 
country is small business? 

Mr. Surrriper. According to these statistics, which we think are 
fairly accurate even though they are 1948, that is correct. It may 
be that big business has taken hold of just a little bit more of the 
volume since that time. But at that particular date, at least, it would 
be 97.8, I guess it would be, of the operators in the country do less 
than $500,000 a year. 

Mr. Wier. Ninety-eight percent of the retail business would be 
excluded from the proposal that you submit here; would it? 

Mr. Surrrivce. No; it is of the firms. You see, that 2.2 percent 
of the firms does 36.5 percent of the volume. It is a little bit sinister 
when you ~~ and think that there are so many thousands of marginal 
stores, these little mama- and papa-type stores, where the best they 
ean hope for is to sell out next month. There are some stores that 
turn over almost perpetually. They turn over several times per year 
down in that small store group. 

Mr. Bennison. To amplify that point further, it was found that 
even on a basis of a $100,000-volume floor—and ours is more than 
$500,000—only about 14.1 percent of all retail establishments would 
be covered by the law, which sort of helps draw a comparison there 
with the 2.2-percent figure. 

Again I would like to quote Women’s Wear Daily of May 23, 1956, 
by the staff writer, Samuel Feinberg. The feature states: 

Without taking sides on the fundamental issues, there can be no doubt that 
though big-time retailing is a powerful force in the sales and employment picture, 
the trade as a whole falls well within the small-business classification. 

That is the part that we would exclude. 

Mr. Wier. Do you have any union contracts—and I presume that 
you see all the contracts that your local units have around the country 
with employers—signed by the local unit and approved by your 
international that have less than a dollar? 

Mr. Surrripves. I would have to say that it is my belief that we 
probably have a few in certain sections where the beginners would be 
perhaps under that. 

Mr. Bennison is the Head of the Contract Division and he probably 
should answer that. 

Mr. Bennison. Yes, sir. There are contracts where the beginning 
rate is less than a dollar. 

Mr. Wier. I was not talking about the beginning rates; I am 
talking about the average rate of less than a dollar. 

Mr. Bennison. As to the average rate, we would have to approxi- 
mate that. There are some areas, a few, in the unorganized regions 
particularly, where the organized labor movement has been relatively 
weak, where the average undoubtedly would be under a dollar, par- 
ticularly in variety stores. But in the more well developed and 
organized fields, it would be over a dollar. The average would be 
substantially over a dollar. 

Mr. Lippman. Failure to have a minimum wage in some areas is 
probably responsible for that. If you organize a single establishment 
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in an area and you don’t have a minimum wage and are paying 50 
cents or 60 cents or 75 cents an hour, it is pretty difficult to get that 
particular organized merchant to pay the dollar because you are 
placing him in a competitively disadvantageous position. 

Mr. Wier. That is the problem on the State level. That is one 
of your problems on the State level, that you cannot compare a little 
store that employs 4 or 5 people in one of my small communities in 
my district as against F. W. Woolworth or Kresge’s or a supermarket, 
because he cannot take what they can. And you make the going 
pretty tough for him. That is the reason that you try to stay and 
not hurt him and get out of that field. 

And the only way we can get out of that field is to come in under 
the interstate proposition where you can take the big fellow, who is 
of course involved in interstate business. 

That is all I have, Mr. Chairman. 

Mr. Macutre. Congressman Wier, it may throw a little further 
light on the original question you asked to say this: 

Even though these are 1948 figures from the United States census 
of business, at that time it was estimated that there were over 
1,769,000 retail stores in operation, but of that number only 31,479 
were classed in that group doing an annual volume of business of 
more than $500,000. 

Mr. Wier. Thank you. 

That is all. 

The Cuarrman. Mr. McConnell? 

Mr. McConne tt. Mr. Suffridge, I have enjoyed your presentation 
because I think it has been quite thorough. I might say right at 
the beginning that I favor an extension of the coverage of the fair 
labor standards law, minimum wage and so on. But I am puzzled 
“qe the breakoff points should be worked out and just how it should 

e done. 

Of all the people in the country, I think the white-collar group 
certainly has been lagging behind in their remuneration. 

Now, with that general statement, I am interested in getting into 
some of the specific matters involved. 

You say, as I understand it, that you are proposing to change the 
entire coverage idea of the present fair labor standards law. Would 
that be correct? 

Mr. Surrrivce. Well, we propose that the act be changed so that 
we would operate under this act the same as we are covered under, 
say, the Taft-Hartley law. We believe that it would be without merit 
to pass a law covering those with $500,000 volume with the five-store 
yardstick we use unless we had a legal revision in the interpretation 
of affecting commerce. And that is the only thing we desire. 

We believe that these large operators are in a business that affects 
commerce where the Fair Labor Standards Act is concerned, the same 
as they are in a business that affects commerce on the other hand, 
where Taft-Hartley and other Federal legislation is concerned. 

So we believe that the act merely has to be changed to simply 
recognize that these employers are in a business that affects commerce 
by virtue of size and general operation. 

Mr. Lippman. May I amplify that a bit, please? 

Mr. McConne tt. Yes. 

Mr. Lippman. Right now the coverage of the law is dependent 
upon the activities of a particular employee and not the activities of 
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the employer. So you could find in single establishment some 
employees, let us say those who work in the back room and unload 
the merchandise, where they would say their activities are in com- 
merce. However, as to the girl up at the check stand, they say, well, 
perhaps her activities do not come within commerce. 

Mr. McConne t. That is right. 

Mr. Lippman. Therefore, it is our desire, and there seems to be 
general agreement on that point, that the coverage would depend on 
the activities of the employer rather than the activities of a particular 
employee within the classification. 

Mr. McConne.u. But you are not proposing to eliminate the 
employee coverage. You are saying there must be employee coverage 
plus an employer coverage. 

Mr. Lippman. The moment we cover the employer’s activities, 
then we automatically cover the employee coverage. 

Mr. McConne tt. Only if the concern is predominantly engaged in 
commerce of affecting commerce. 

Mr. Lippman. That is correct, sir, if the firm affects interstate 
commerce. 

Then we say $500,000. And that is a rather substantial effect on 
commerce. 

Mr. McConne tu. But there might be concerns that do not have a 
pronounced effect on interstate commerce who would still have some 
of their employees covered due to the type of work they do. Are they 
going to be included in those concerns which you would be excluding 
by the employer coverage? 

Mr. Lippman. You are talking about outside the retail field? 

Mr. McConne tu. You are changing the act. As I understand it, 
you are not just changing something to do with retail. You are 
changing the act by saying “affecting commerce.” It says now 
“engaged in commerce or in the production of goods for commerce.”’ 
You are going to put in there “affecting commerce,’’ which covers a 
change not only in the retail field but in many other fields as well. 

My question is this: 

You have an employee coverage at the present time 

Mr. Lippman. That is right, sir. 

Mr. McConnetu. In some concerns which are definitely not en- 
gaged in commerce to any extent, or engaged in commerce at all, if 
you take certain strict interpretations of what is meant by commerce. 
Still you have those employees covered in those concerns. 

Now, when you say that you will cover employees affecting com- 
merce, although their employees would thereby be covered, how about 
a concern which does not affect commerce to any pronounced degree? 

Do the employees in there still remain covered where they are doing 
that work which might be classified as engaged in commerce or in the 
kes Pe ey of goods for commerce, even though their firm might not 

e in that category? You are speaking of these drivers, warehouse- 
men, and so on. "They are covered in certain concerns which are not 
actively engaged in commerce in many cases, the firm as a whole, but 
one particular activity done in that firm brings those employees under 
the coverage of the act. 

Do you see what I mean? 

Mr. Lippman. I think I see the point. But I do not believe that 
that, raises a significant problem. 
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Mr. McConne.u. What I mean to say is, you are going to keep the 
employee coverage but you are going to add to it and have employer 
coverage as well. Is that correct? 

Mr. Lippman. That is right, sir. I see your point. I think that 
would be a sound approach. 

Mr. McConne tu. In other words, some people advocate just an 
employer approach if the concern is not predominantly engaged in 
interstate commerce and all their employees are out of the coverage 
of the act, even though before there may have been some men in the 
shipping department who were covered. 

Mr. Lippman. I think your point is well taken, Congressman. 

Mr. McConnexu. You mean you want to have both, plain coverage 
and employer coverage? 

Mr. Lippman. Both, sir. 

Mr. McConne.u. You have mentioned here, as I recall it, that you 
want certain types of service and retail concerns covered if their 
total annual sales volume is $500,000 or they have more than five 
establishments. That would cover them under hours as well as 
wages. Would that be correct? 

Mr. Surrrivee. That is correct. 

Mr. McConne tt. In other words, if they work more than 40 
hours, they would be getting one and a half times the regular wage. 
What would be the regular rate in a retail service establishment? 
There is where I think you are getting into some problems. . You 
have bonuses and you have tips. 

Mr. Surrrivce. In the organized store, it would be written in a 
contract between the employer and the union. In organized stores, 
the rate they receive would be the one-dollar minimum, or whatever 
the employer had voluntarily 

Mr. McConne.i. Was it your thought that you would pay one and 
a half times the minimum wage rate? Is that what you are proposing 
here? Or one and a half times the so-called regular rate? 

The law says one and a half times the regular rate. 

Mr. SurrripGe. That is the only desire we have in this law. 

Mr. McConnetu. What is the regular rate? 

Is there an established rate in all these types? How about a waiter 
in a large chain restaurant? What would be his regular rate? Are 
his tips included or not? 

Mr. Surrriper. Of course, no part of our industry goes into the 
tipping end of it. I would not be too familiar with that. 

Mr. McConne tt. Does not your change here in the Fair Labor 
Standards Act bring in eating establishments if they have a certain 
volume of business and more than five establishments? Would that 
not bring them in? 

Mr. Surrrivge. We are talking about what we term “offsale 
retailing.” 

Mr. Soclissnmth. Is your proposal entirely for retail? Do. you 
exclude all the others, the laundries and restaurants and so on? Do 
you exclude them? 

Where do you say that? 

Mr. SurrripGe. Our proposal is for retailing. I mean, we haven’t 
gone out into agriculture and laundries or anything of that kind. 

Mr. Wier. If you will pardon me, I think what Congressman 
McConnell is trying to get at is this: 
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The bill, as:you point out, would include the Walgreen Drugstores. 
There is no question about that. 

Mr. Surrrives. That is correct. 

Mr. Wier. I think in every Walgreen drugstore they serve light 
lunches at the soda fountain. 

Mr. McConne tt. And you have tips. 

Mr. Wier. A normal Walgreen drugstore would keep open, say, 
from 8:30 in the morning until probably 10 or 11 o’clock at night, so 
they have to have shifts. That store might employ 6 people who 
would be normally called retail clerks, and they might have 10 people 
engaging in serving sodas and food. 

I know that the problem that you have got there is that those 
people are covered by the culinary trades jurisdiction where they are 
organized with contracts. 

at I think he is implying here is, would these people on the soda 
fountains serving food, light lunches, also be included as retail em- 
ployees? 

Is that correct, Mr. McConnell? 

I was pointing out the Walgreen situation where they have 6 or 7 
employees on their normal day’s operation in strictly retail merchan- 
dise selling, and they would probably have from 8 to 10 people serving 
nothing but lunches and sodas. 

Mr. McConne.u. They get tips. 

Mr. Wier. Who gets tips ina Walgreen drugstore? I never saw 
a tip in a Walgreen drugstore in as many times as I have been there. 

Mr. McConnetu. They certainly do. 

Mr. Wiser. Maybe up there in your prosperous district they do. 

Mr. Surrriper. Many of those dates have signs up, “No tipping.” 

Mr. Lippman. On the regular rate, the Wage and Hour Division 
has published exhaustive statistics dealing with what is the regular 
rate of pay. The practical] application there does not seem to present 
much of a problem. 

On the question of tips, that is not part of the employer’s compen- 
sation and he would not be called upon to pay time and a half on the 
tips. That would be my guess. He pays time and a half on the rate 
which he is required to pay and which he promises the employee that 
he will pay. 

Mr. McConne tu. Do they not get opportunities to buy products 
cheaper in the stores? - The employees, I mean. 

Mr. Lippman. They generally get a 20-percent discount in large 
department stores. 

r. McConneiu. Would that be taken into consideration in figur- 
ing out a regular rate? You have got to be sure of what a regular 
rate is if you are going to say they are to be paid one and a half times 
the regular rate, which is in the Fair Labor Standards Act. 

Mr. Lippman. No. That is a privilege which the employer ac- 
cords employees and is not a factor in the regular rates, in my judg- 
ment. 

Mr. Surrriver. Neither would they pay income tax on the 20- 
percent discount. 

Mr. Lippman. Precisely. 

Mr. McConne tt. I will not pursue this too far because it involves 
more than we are going to take up right now. 
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Is it your concept that this coverage might also apply to concerns 
not making much money? We speak of the big sales volume and big 
moneymaking concerns. And you could have more than 5 establish- 
ments which would bring in a concern under the coverage of the act 
and yet their earnings might be quite low, below this $500,000 figure. 
Would that not be correct? 

Mr. Surrringe. We have never been privileged to participate with 
the employer in discussing his markups and other cost items of that 
kind. Sometimes we might be critical on the street corner of the fact 
that he takes $151,000 a year out of the thing, but the stock is not 
paying too much for that year. We don’t have the privilege of partic- 
ipating, and neither do we interfere with the employers’ pricing or 
operational processes. 

Mr. McConne tt. It is not necessarily true that this is a coverage 
of big earning concerns. Would that not be right? It is not neces- 
sarily true. 

Mr. Surrripee. Well, I think the fact must be accepted that an 
operation that does $500,000 a year is either making money or is 
under inefficient management or bad operation, in which event I 
don’t believe we would have any control over that. It is our opinion 
that if they do meet this yardstick that it should be covered. 

Mr. McConnetu. Why was this particular yardstick set up? 

Mr. Surrripce. After a lot of study, that was influenced somewhat 
by the NLRB’s original study whereby they used this as the yard- 
stick for accepting cases of management, and ruled that management 
doing this type of business or this type of operation affected com- 
merce, and consequently took this jurisdiction. 

Is that substantially so? 

Mr. Lippman. Yes. 

Congressman, you are worried about, or at least your question im- 
plies, that there is a double standard of $500,000 or more than 5 
establishments. Your question implies you could have a question 
where the more than 5 establishments might do less than $500,000 
worth of business. Your question implies an explanation of that 
situation. 

But if you have 5 or more establishments, or more than 5 establish- 
ments, you still have to satisfy the concept of commerce and you have 
to go beyond the de minimis approach. 

So, as a practical proposition, with more than 5 establishments I 
would expect the courts to hold that you would have to do at least 
several hundred thousand doliars’ worth of business by way of inflow, 
and probably that would be the equivalent of $500,000. So, practi- 
cally, you have the $500,000-test, even when you have more than 5 
establishments involved, because the courts would not say you were 
in commerce if the 5 establishments didn’t do a substantial amount of 
business and didn’t import a substantial amount of materials and 
merchandise. 

Mr. McConne t. I realize it is an arbitrary figure for us to say 
any time that $500,000 represents a real impact on commerce. I do 
not know whether it does or not. That is a relative type of judgment. 
I am just trying to figure, as I said in the beginning, how this exten- 
sion of coverage should occur, where the breakoff points are and just 
what would be our implementation of the philosophy that those big 
enterprises which undoubtedly do affect commerce would be set up so 
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that they are covered under this act, what the provisions would be, 
the definitions and soon. That is what I would program for because 
this has been discussed for quite a while as to how coverage should 
be extended. 

And there are proposals to extend the coverage, for instance, just 
to the minimum-wage rate in retail or service establishments, and 
not to have them covered under the overtime provisions, and so on. 

It is not an easy thing to know where to make this designation. 
It is not easy to figure out and to defend it by logical reasoning. 

I can see why the volume of business would be of importance 
because it ite 4 indicate a big concern well able to pay. It would 
also indicate an impact on commerce. 

Now, I do not know about the five establishments. I do not know 
whether that proves anything. I do not know where those figures 
came from as to the five establishments. Why 5 instead of 4 or 6 or 7? 

Mr. Surrrince. I can give you the original thinking in back of 
that. I think that the committee understands the type of industry 
the type of firms, we are desirous of covering. 

Mr. McConne.t. I know what you wish to do. 

Mr. Surrripes. The 5-store thinking came out of the fact, as I 
mentioned yesterday, that we have 1 firm that, so far as I know, 
only has 2 stores. And as I mentioned, one of them in many instances 
in the daily papers has boasted of doing more than $1 million in that 
one particular location. So it seems to exclude, maybe, Marshall 
Field’s of Chicago, or Hudson’s of Detroit, or Macy’s of New York 
would certainly not serve the best interests of the coverage just 
simply because they might have Jess than five stores and still do a 
tremendous volume. 

Mr. Lippman. You also have to be concerned with the possibility 
of maneuvering to avoid coverage. You could have 5 stores where 
where they might set up a separate corporation in each 1 of the stores. 
And each one of the stores might do under $500,000 and they might 
try to avoid coverage. So there must be some way of trying to meet 
that problem. 

Mr. McConne.t. Just on the fundamental theory alone, there is 
no question that our big retail activities and enterprises are interstate 
in nature and undoubtedly affect commerce. I would not deny that. 

Mr. Lippman. Also international in nature. 

I just learned that the Loblaw Stores, which is a Canadian opera- 
tion, has obtained control of National Tea. National Tea is the 
fourth largest chain in the country. 

Mr. McConnetxi. Mr. Chairman, I have no further questions. 

The Cuarrman. Mr. Suffridge, I want to say that I have enjoyed 
very much your presentation. It is both an interesting and somewhat 
disturbing problem to me for the reason that I have been in on the 
discussions of some of these terms from the first day it opened up on 
the matter here in this room until this one. We have wrestled with 
this area of production from the beginning until now. And even as 
late as yesterday, after the Department has made every kind of an 
interpretation that could be made on earth, I think, and they thought 
they had it all buttoned down, up jumped a situation where one of 
the largest producers of packing for an article or commodity in the 
country has a particular packaging setup in a town of about 2,000, 
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whereas much smaller concerns have their packaging plants in towns 
of over 10,000. 

So the Department has made the ruling that if it is in a small town, 
it cannot be big. If it is in a big town, it cannot be small. So they 
find themselves in that kind of a situation. 

They first came out with a mileage interpretation of so many miles. 
Well, the ink had not dried on that before I called up the Adminis- 
trator and asked him what he meant. Was it 10 miles, for instance, 
by the nearest road or as the crow flies? 

“That threw the legal department into a tailspin for about a week, 
and they never did quite get that straightened out. Then they began 
to try to determine it on the basis of bigness or the smallness of a 
situation. 

Now we come into “affecting commerce,” and I have long since 
ceased to be optimistic enough to expect the departments to use very 
much commonsense in the interpretation of these terms. I have 
never satisfied my mind what affecting commerce is. When I was in 
college I was satisfied I knew what interstate commerce was. Now 
I am satisfied I do not know. And not only is there that situation, 
but if the Supreme Court of the United States knows, they are afraid 
to say so. And you will not find any general definition of interstate 
commerce coming out of the Supreme Court in recent years. 

I know what you have in mind by “affecting commerce,” I think, 
and I do not think there would be any difficulty at all in you and I 
getting together on what we believe to be the meaning of the term 
“affecting commerce.” 

But I would stil) bet you 5 to 1 that you and I could not possibly 
guess what the Department’s interpretation would be. And that 
makes us rather cautious in our approach. 

I want to inquire about something. You mentioned what the 
States have done. For instance, what has my State done? I under- 
stood they passed a State minimum-wage law. 

What has North Carolina done? 

Mr. Bennison. In appendix I, table 1, page 17, they have listed 
there the States according to classification of particular wage groups, 
and it is my understanding that North Carclina has had the issue 
come up in the past and some newspaper sources down there, I have 
learned, have supported it, but that apparently it failed to come 
out in the form of legislation or in the form of an order. It did not 
appear in the list of States that I have here from the United States 
Department of Labor, the Wage and Hour and Public Contracts 
Division and Women’s Bureau. This was June 1956. There might 
be some reference to that back here. 

The Crarrman. It is not that important. 

Mr. Bennison. Excuse me. Yes, sir; there is reference to that. 

I am quoting here from the staff report of the Subcommittee on 
Labor of the Committee on Labor and Public Welfare of the United 
States Senate. This was for 1956. 

According to information received from the commissioner of labor, the retail 
industry opposed minimum-wage legislation until the last session of the legis- 
lature. At the last session, however, it did not appear against the measure but 
left it up to local retail organizations to take their own stand. Only one retail 
organization, the Retail Merchants Association of Durham, appeared against the 


bill, whereas several members of the North Carolina Retail Merchants Association 
wrote legislative representatives in support of the bill. The specific bill under 
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discussion was a bill setting a minimum wage of 55 cents an hour. The bill con- 
tained no overtime clauses, imposed no restriction on working hours, and con- 
tained no recordkeeping requirement in addition to those already in effect. 

The Charlotte News, which came out for this bill, stated: ‘Some 45,000 North 
Carolina workers in retail and service establishments are receiving wages of less 
than 55 cents per hour. It is, therefore, not surprising that we are fourth from 
the bottom among the States in per capita income.’”’ The bill, however, was not 
passed by the legislature. If we disregard resistance against certain aspects of 
wage and hour legislation, we can classify a maximum of— 

That. goes on into something else. 

The Cuarrman, I think it is pretty generally known that I person- 
ally have never praised the philosophy of a Federal minimum-wage 
law when it was established in this country, but I have gone along 
with the policy of it and supported it. 

Of course, it is very clear to me in my State in this way: My State 
has more small farms in it than any State in the Union, including 
Texas. Now, if there is anything big about a small farm, Texas 
would claim it. But we have more small farms. 

We were laughing at the table yesterday in the restaurant. Each 
of us got one-eighth of a small watermelon. I mean asmallone. We 
do not regard those as being at all good down our way. But the one- 
eighth cost 50 cents. I could fill this room, I guess, several times with 
them this morning for 20 to 25 cents apiece down there. And it is not 
as hard a job to cut that watermelon as it is to just work that water- 
melon one time, to say nothing about the fertilizer, and so forth, and 
so on. 

Of course, our problem there is that everything is tacked on from 
the farmer’s gate on. And it is such an easy place to cut down. 

For instance, as the handling charges of beef are put on, the price 
of beef goes down. And I doubt if beef on the hoof in my district 
this morning is selling for over 14 cents. For nearly a year, beef was 
selling for less than hogs. And that is something that I think if I 
were a good heavy bull I would do something about, because that is an 
insult. But that is the problem we are confronted with. 

I have been somewhat cautious in further confusing, and possibly 
further virtually doing away with what is normally understood as 
interstate commerce. 

As Mr. McConnell said to me, it is perfectly clear that where you 
have a big store in Richmond, for instance, and there are big trucks 
moving virtually a trainload of merchandise right out of Baltimore in 
those trucks to Richmond, in the back door and on the counters, that 
looks to me like interstate commerce. Yet, when you begin to follow 
it right on through, then you can go around the corner and you can 
find somebody where you would be silly in insisting that he is en- 
gaging in interstate commerce. 

“This thing has been going around to the extent that it just does not 
fit into the picture. 

Now, I do not know how we can develop a yardstick and say that a 
concern doing a half-million dollars business is in interstate commerce, 
but if it does a quarter of a million dollars it is not, or if it does $100,000 
it is not, when the operations may be identically the same. 

I never flinch from unfair criticism. That never bothers me a bit 
in the world. But what I do flinch from is just criticism. I do not 
like just criticism. I like to be in a position to defend myself. And 
I have great difficulty, in my mind, trying to say here is a small 
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business that does $100,000 worth of business and the operation is 
identical in every respect except bigness. That confuses me. 

How would I dig out of that mentally? 

Mr. Surrripvce. Here is what we would like to say: 

Of course, we stated yesterday that we do think probably bigness 
should overshadow geography when it comes to this thing. Two 
little stores, one on one side of the line and one on the other, should 
not necessarily be brought under. But we would like to say this: 

First of all, we appreciate the opportunity to informally chat and 
discuss this thing. We appreciate the opportunity of this hearing. 

The CuarrMAN. Let me say this, in that connection, Mr. Suffridge: 

We need you just as much as you need us. We are seeking this 
information. You are doing the committee quite a service to bring 
the committee the information. And certainly it is not the attitude 
of any member of the committee to do otherwise. 

I tried to furnish you with committee members that I knew were 
seriously interested in this. Mr. McDowell is not here on account 
of the death of his brother, but I happen to know that he is interested. 
So have no reluctance and please be assured that you are being appreci- 
ated. We are glad to have you. 

Mr. Surrripvce. We want to point out that we do not desire to be 
arbitrary on this yardstick. We have no desire to be hardheaded or 
think that we know it all. We think this question of extended cov- 
erage to retailing is a problem that affects our country as well as our 
union. We know that what is good for our country is good for our 
union and what is good for our union, we think, honestly, is good for 
the country. 

What we would like to have is to have you take more than a passing 
interest in this because we would like to work with you. We are not 
frozen to any fixed ideas. 

I do not know that I could do a very good job of defining interstate 
commerce, but I do know when a retail operation does $4 billion a 
year in volume, and he is classified down here with the little corner 
grocery, that something is wrong with this wage-and-hour coverage. 
It just doesn’t quite fit. 

So we are very much interested in having the committee take an 
interest in this thing. We are willing to meet any time, anywhere, 
and to kick this thing around to try to figure out what is appropriate. 

We do believe that you men in the position that you are in—and 
I know some of your personally—are big enough, not only from being 
statesmen but are politically free enough to have your own opinions 
on these things and do whatever you think is right. We know that 
if you understand this problem you will agree, I believe, that it is 
rignt, that the employees in these Jarge firms should be covered. 

ow? 

We are not going to argue that. We would like to discuss thai as 
we go on and try to find out what the right yardstick is. If this is 
the wrong one, give us the right one. But we do know these large 
enterprises must be covered. 

We think it is to the interest of organized management. We are 
proving that m many ways. 

Over in Pennsylvania this coming August at Pennsylvania State 
we will have what we call a workshop for a week. We will have all 
our representatives from several States in there. They will be 
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instructed on how to go back to their local unions and put over the 
program to the people in the local unions—merchandising, retailing— 
not just unionism, but this whole question of retailing, customer 
service, and soon. We gvre having one at the University of Wisconsin 
ip August. We are having one at Seattle in September. 

These are not new. We have had them before. We have invited 
management. Sometimes management cooperaies, but not in these 
particular ones to date. 

In a meeting before the Western Chain Store Grocers Association 
recently in Coronado, this entire subject matter was placed before 
them. They did not vote on it. But individually, we found no 
objections or resentment over the fact that I brought up this particular 
subject as a speaker before their convention. 

We know enlightened management knows that big business in 
re should be covered the same as big business in steel or anything 
else. 

So we just say again that we are interested in having the committee 
members take an interest in this thing and do anything you can to 
help us. 

The CuarrMan. I can see your point of view. 

In the light of the policy of the Government, there is some principle 
involved. There is not any question about that. 

Mr. McConne.it. Mr. Chairman, I would like to ask another 
question in the line of what I asked before. 

The Cuarrman. Let me follow this and then I will give it to you. 

To me it is silly to say that the man mowing the lawn around some 
plant is engaged in interstate commerce, but he is. The court said 
so. And the Department said so. It sounds funny to me that if 
there is an office building and there is an insurance company in the 
office building using the mails, that that building comes under inter- 
state commerce because of that insurance company, when there s 
not a single office in the building that does not use the United States 
mails. 

Now, we would not have to go half that far to reach the conclusion 
that supports your point of view. The only thing that we would have 
to do would be to write out the formula or the yardstick which would 
have the cutoff, because I think we should just as well be practical if 
we are trying to deal with the problem. 

And I don’t think that either you or I can quite foresee a general re- 
tail store coverage. One reason is, they just outnumber you. And 
another thing is those little mama and papa stores that you are talking 
about will not fit into the picture. 

So I think it does behoove us, if we are going to try to solve this 
problem, to do it in a practical way. That is why I seek something 
that would support the position of using a dollar volume as the yard- 
stick. 

I am a firm believer in the fact that there must be some reason and 
logic behind law if the law is expected to stand up very long. Hitler 
had a way of doing it. He just abolished the states and issued orders. 
I don’t think that is good. I think the States are in a much better 
position to handle this problem. And some of them have. 

And I do not know how mucb justification it would take to do some- 
thing that we are just a little shy of justifying. It may be one of these 
days that we will have to decide when it is right to do wrong. I do 
not know. 
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But I would love some real justification for any position I take, 
And if I am convinced that it is right, I do not have to remember my 
reasons because it becomes a part of me. If I am convinced that I 
am right, then whether I am right or not, I am pretty solid in my 
position. 

What did you have to say, Mr. McConnell? 

Mr. McConne t. I was quite concerned here about certain changes 
in the wording of the act. I asked you whether, under your proposal, 
eating establishments would also be included in the coverage and you 
stated that you did not think so, that it applied only to retail. 

I am not a lawyer and I am not a legislative draftsman, but I have 
been reading one of the bills which you are advocating which-was in- 
troduced by Mr. Roosevelt, H. R. 6656, and it states under ‘‘exemp- 
tions,’ on line 15, and I would like to know what is meant when you 
say this: 

Sec. 9 (a). Sections 13 (a) (1) and 13 (a) (2) of such act are amended to read as 


follows: ; 
Sec. 13 (a). The provisions of sections 6 and 7— 


that is the minimum wage rate and the hours— 


shall not apply with respect to (1) an employee employed in a bona fide executive, 
administrative or professional capacity, or in the capacity of outside salesman (as 
such terms are defined and delimited by regulations of the administrator); or— 


and now I am getting to the part— 


(2) Any employee employed in any retail establishment by any employer not 
having more than five such establishments and having a total annual volume of 
sales of not more than $500,000; 


Here is the way the act reads: They are all covered, you see. Any 
employee engaged in commerce or in the production of goods in com- 
merce is covered under the Fair Labor Standards Act, subject, how- 
ever, to the exemptions. That is my understanding. 

Now, under the act 13 (a) (2) says: 


any employee employed by any retail or service establishment, more than 50 
percent of which establishment’s annual dollar volume * * * 


Et cetera. 

You have left out service establishments. In other words, you are 
then removing, as I understand it, the exemption which exempts 
service establishments from the Fair Labor Standards coverage, which 
would mean that you are bringing them in under the coverage of the 
act, under the general terminology without the specific one of $500,000 
even applying here. If that does not bring the service establishments 
under this act, what does? 

That is my understanding. 

Also going on to the next page: 

(b) Section 13 (a) of such act is amended by striking out subparagraph 4, 
including the proviso of such subparagraph. 

And that provides for an exemption for certain types of retail 
establishments like the bakers, and so on. So they get put under the 
coverage of the act. 

You have done more, as I| see it, than just providing for the coverage 
of the retail establishments. That is why I asked you about eating 
places. And does it apply to hotels, laundries, and so on? Do you 
take them right out from under the exemption part of it by changing 
the exemptions and put them under the act? 
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Mr. Surrripae. It is unnecessary for me to tell you that I am not 
a lawyer either. However, I suppose under this wording—and a 
person really, I guess, should review the whole thing all the way 
through and study it before answering that—the intent in having this 
drawn up was to cover the retail employees. I suppose that this 
restaurant in Walgreen’s would probably be like the man mowing 
the lawn around the factory that our chairman spoke of. I suppose 
that in a retail store an employee working in a soda fountain would 
probably be covered under this. The intention was not to cover 
restaurants, however. 

Mr. McConne tt. I take you at your word. I am just pointing 
out that what you are advocating does not do quite what you ap- 
parently thought you were doing, as I gathered from reading this, 
because you are taking away the exemptions which they now have 
under the act from the service establishments. 

Mr. Lippman. It is possible Congressman Roosevelt had some 
broader ideas in mind. It is his bill. 

Mr. McConnetu. You said you endorsed it. It is his bill. You 
said you endorsed it. That is alll was bringing up. In your original 
statement, you said you endorsed this bill which carries out your 
purposes. If your purposes are not to exempt service establishments, 
then you are at cross purposes with what you think you are doing. 

Mr. Wier. Let me say this: 

I have a bill in there. I think it is included in that list. But I 
want to assure this subcommittee that there are three industries that 
I am very sympathetic to because they are what I think the three 
substandard pay industries. One of them is the retail clerks and one 
of them is the laundry industry and the other is the hotel and res- 
taurant industry. 

Those, in my opinion, are all engaged in interstate commerce. 
Laundry might be questionable. Nonetheless, I am sympathetic to 
their inclusion in my bill. Of course, I will be very frank. When I 
presented it or introduced it, it was to extend the coverage as the 
bill does. I feel that the laundries and the hotels and restaurants 
ought to be covered. 

r. SurrripGe. Of course, our records show that we have supported 
extension generally, but we are not so presumptuous as an organization 
as to try to go out and include in anything that we are vitally interested 
in many of the other industries that we are not directly connected 
with and in which we have no particular primary interest. 

So, for that reason, I say that the thing that we are interested in, 
to reiterate, so far as we are concerned, is to bring large retailing 
under the act. And I say again that we would be happy to sit down 
and talk about any of these changes that should be made in this bill 
to accomplish what we want to accomplish, which is to bring larger 
retailing under the act. 

The CHarrMan. I would like to say, Mr. Suffridge, that Mr. 
McDowell has just returned to the committee. He is a member of 
this subcommittee. It has not been possible for him to be present 
before and I wanted you to know that he is here now. 

Were there any questions that you had? 

Mr. McConnett. I just wanted to say this in closing, that I am 
sympathetic to your viewpoint. I have advocated privately for 
some time an extension of coverage of the act, but I just do not know 
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how to break it off, exactly, and work it out on a basis that would 
be workable and generally fair. And I can see that those types of 
general ideas sud apply to all types of business. 

I am not saying it just has to apply to retail. I do not know why 
we necessarily have to pick out retail and say the coverage should 
extend to that field. I am quite satisfied for coverage to go anywhere 
if there is a logical basis for doing it and working it out. 

Mr. SurrripGe. We are told that 1 of 8 employees, I believe, 
that are gainfully employed are engaged in retailing; is that right? 
It is 1 out of 8 or 1 out of 12. It is a tremendous block. 

The Cuarrman. Of course, Mr. Suffridge, we are in this position: 

I think since the service establishments have been mentioned, it is 
most difficult for me in my mind to justify Federal legislation in a 
fieid that is being based on interstate commerce, and to see how on 
earth the taking of a suit of clothes down to a presser and bringing 
it back has anything to do with interstate commerce. 

Of course, I do not ask you to comment on that, but I do mention 
that for the reason that whatever our action may be, there certainly 
should be some logical sensible reason for doing it. 

Mr. Lippman. Since we adopt the $500,000 test, we do not get 
into any absurd situations, because in any event you have got to 
meet that $500,000 test. So that is a guaranty that nothing absurd 
would happen. 

The CHarrmMan. It might be a little absurd, though, if you run into 
one who did $499,995 worth of business. 

Mr. Lippman. That is because you draw a line at some point. 
You must draw a line. That is the same situation, Congressinan, 
which now exists before the Labor Board. They have set a dollar 
—— on whether or not they will take jurisdiction and-it is very 
specific. 

And if you fall $10 below that dollar volume, they would not take 
jurisdiction. ° 

The Cuarrman. I understand that. 

Mr. Lippman. And I appreciate the point you make, too. I see 
what you are saying. 

The CHarrMAN. | want to say this, that in light of these discussions 
and questions, should you care to add an additional statement for the 
record, it will be included in the record. 

Mr. SurrripeGe. I thank you. 

The Cuarrman. I do that for two reasons: 

One is you probably will want to make some additional statement, 
and the second reason is, we want it. 

Mr. McDowell, would you care to say anything? 

Mr. McDowe tt. Mr. Chairman, first of all I want to apologize 
for not having been here to hear the testimony of the retail clerks 
representatives here. J can assure you that I will carefully study the 
record. And I think in general, without trying to go over any of the 
ground that probably has been covered, I should say that I certanly 
am very much interested in the passage of this legislation. 

I hope that in trying to accomplish the real purpose, to give relief 
where it is needed most in that vast number of people who are engaged 
in the retail trades in the States, that we do not try to be too all-in- 
clusive and lose our whole objective. 
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As far as my State is concerned, Mr. Chairman, I do not entirely 
disagree with you, but I do not entirely agree with you that it is better 
for the States to handle these problems. 

In my State we have no department of labor. We have no State 
organization to handle such a problem as this. I think we are prob- 
ably 1 of 3 States that do not have State departments of labor. So I 
think that as far as my State is concerned, and also my congressional 
district, we need such coverage as this to come under the Fair Labor 
Standards Act. We need to have the Federal Government come in 
and handle this problem for us. 

I sincerely hope we can accomplish the broad purpose without 
having the details stymie us entirely. 

I am sorry also that we find ourselves just beginning to handle this 
problem at this late date in the 84th Congress, but I am encouraged 
that we have started. 

Mr. Surrripes. I might say that we share that with you. I 
would like to point out one thing in the testimony, that we think 
that our yardstick will only cover 2.2 percent of all of the firms, so we 
think it is @ very conservative approach. We have not tried to cover 
any small business. 

r. McDoweE t. I think we have to be very careful. That is a 
very tender spot, I think, today, the small-business concern. 

Mr. Wier. Certainly the legislature of an agricultural State will 
listen to that. . 

The CuarrMan. I will say that there is plenty of work ahead of us 
on this. It is not a problem that I would want to see handled fast 
and furious. 

In the last statistics I read, I found more folks breaking their necks 
by traveling too fast than there were by going slow. 

Is there any further statement you wish to make? 

Mr. SurrriveGe. None other than to again thank you and to thank 
the committee and to say that we will, in all probability, file additional 
information, and our staff or any of us will stand ready, if there should 
be a necessity, to meet with any of your staff members or anyone that 
you assign at any time to discuss any part of this bill. 

The CuarrmMan. Thank you very much, gentlemen. 

I believe there was a gentleman back there who had a statement he 
wished to present. 

Will you come forward and identify yourself for the record, please? 


STATEMENT OF KENNETH A. MEIKLEJOHN, LEGISLATIVE REPRE- 
SENTATIVE, RETAIL, WHOLESALE, AND DEPARTMENT STORE 
UNION, AFL-CIO 


Mr. Merxieyonn. My name ‘is Kenneth A. Meiklejohn. I am 
legislative representative for the Retail, Wholesale, and Department 
Store Union, AFL-CIO. I simply wish to submit for the record a 
statement on behalf of Max Greenberg, president of the Retail, 
Wholesale, and Department Store Union, AFL-CIO in support of 
legislation to amend the Fair Labor Standards Act to make it apply to 
a substantial part of the millions of employees in the wholesale and 
retail trades who are not now subject to the act. 
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I simply want to submit this statement for the record. I do not 
want to read it. But I would like to have it included in the record, if 
that is permissible. 

I also want to assure the committee that if we can be of any assist- 
ance to the committee in the development of legislation to broaden the 
act in this field of retail and service trade, we certainly will be very 
glad to do whatever we can. 

We would like, if further hearings are going to be held, Mr. Chair- 
man, to have an opportunity at some future date to testify in person 
before the committee and perhaps submit additional data. 

The CHarrMan. Thank you, sir. 

(The statement referred to follows:) 


STATBMENT OF Max GREENBERG, PRESIDENT, RETAIL, WHOLESALE AND DEPART- 
MENT StorE Union, AFL-CIO 


Mr. Chairman, I am very glad to have an opportunity to submit to this sub- 
committee the views of the Retail, Wholesale and Department Store Union on 
amendments to the Fair Labor Standards Act to make it apply to the millions of 
employees in wholesale and retail trade and in food processing plants who are 
now denied its protection. 

The 160,000 members of the Retail, Wholesale and Department Store Union 
were disappointed that action was not taken last year to extend the coverage of 
the Fair Labor Standards Act at the same time as the minimum wage under the 
act was raised to $1 an hour. It is also most unfortunate that action along these 
lines has been delayed so long this year. Nevertheless, we welcome, Mr. Chair- 
man, your action in establishing this subcommittee to take testimony on this 
very necessary and important legislation. 

It is our hope, of course, that your subcommittee will act expeditiously on this 
subject. We are quite willing to waive the opportunity to testify in person under 
such circumstances. If, however, you should decide to go into the subject more 
extensively than now appears likely, we would like to have the opportunity to 
give direct testimony. 

The Department of Labor has pointed out that the Fair Labor Standards Act 
‘is designed, among other things, for the protection of American workingmen who 
are unorganized, and, when not equipped with skills in high demand, lack that 
equality of bargaining power with their employers needed to negotiate adequate 
wages as a matter of contract.”’ If this is true, and I believe it is, the act is needed 
more in the retail and wholesale industry and in food processing plants at the 
present time than in any other segment of oureconomy. Unfortunately, probably 
fewer than 20 percent of the workers employees in retail and wholesale establish- 
ments work under union agreements. 

It does not follow, however, as the Labor Department has also suggested, that 
these employees need to lack “an articulate presentation of their case.’’ The 
changes that we believe should be made in the coverage and exemptions provis- 
ions of the Fair Labor Standards Act will primarily benefit these unorganized 
workers. The members of the Retail, Wholesale and Department Store Union 
whom I represent here today have the strength of their own organization to 
assist them in negotiating fair and adequate wages and working conditions with 
their employers. The unorganized in our industry, as in other industries, must 
look to you, and through you to the Congress, to provide amendments to the act 
that will assure them at least the protection of a minimum floor under their wages 
and a reasonable ceiling on their hours of work. 

It is our hope that these hearings will be directed primarily toward extension 
of the coverage of the Fair Labor Standards Act in areas where this is most 
needed and feasible. Nearly 20 million workers are at present outside the scope 
of the act. Approximately 13.5 million of these workers are excluded because 
they are not “engaged in commerce or in the production of goods for commerce,” 
as required by the basic coverage language contained in sections 6 and 7 of the act. 
The fields of industrial and business activity in which these workers are employed 
are shown in table 1. 
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TABLE 1,.—Noncovered employees 


I tat acters Ciclaty aithiaabds okk oils sate asrenn hb eRe ivstinabaes 86, 000 
aan chants 0 lien ain bartuenateitapatia as seinn beneath 2 lan eccstins Chetesk its: ated « nin oil 19, 000 
EEE ORIEN IE PIE LE ES LOI IE 1, 867, 000 
nt, tld cdd, dices whehiihuniidnchas Ate tem taia saint shine dts <n 262, 000 
pS EE LAE ET TOE TRC SANES FEY IE Pe PR OO Jb eced he 5, 558, 000 
Papanee, ineuranbea: Peel estate. << cio scene donc sence dadici<ns- 414, 000 
Transportation, communications, utilities_....................--- 286, 000 
Services and related activities___._..____.___- Te Ohare ere 2, 905, 000 
Agricultural and related services.__................-...-----. 24, 000 
Business and professional services__.....................---. 162, 000 
Laundries, cleaning, and related services___............---.-- 396, 000 
TAGIORE GRECIORE OU OOOO Siig ois ni wold cen ndwnedn eine cian 171, 000 
Amusement and recreation services___....._.....__._-_-_.-- 361, 000 
Hotels and other lodging places_...._............-...------ 407, 000 
Personal services (not elsewhere classified)________ a oe ae 245, 000 
Medical and other health services________.___________________ 681, 000 
Educational and other nonprofit organizations___..__________- 548, 000 
Agriculture, forestry, and fisheries. __...................._.._--- 101, 000 
FE Pt REL AE AL: I Ie ae Te Ce 2, 021, 000 
2 ROR S ALE RARE ES oe TE aE meen Pee 13, 609, 000 


Source: U. 8. Department of Labor. 


An additional 6,500,000 workers who are excluded from the protection of the 
Fair Labor Standards Act are engaged in commerce or in the production of goods 
for commerce but are specifically exempted by some provision of the act. Table 
2 shows the fields of activity in which these exempt employees are employed. 


TABLE 2.—Exempt employees 


Si ey Retr el ake tac ane ae EM BS SS oa a eae i Se. adie 3, 032, 000 
Employees of retail trade or retail service establishments__________- 1, 360, 000 
aie lip peace UA LEER iba LES \nagniglall lila en aE: a 1, 203, 000 
Employees handling or processing farm products in area of production. 233, 000 
Employees in laundries and dry cleaning plants. _._......_..-_-__- 132, 000 
cr re rrr eee ee ee emt ONG ead LS 117, 000 
Employees in small logging operations with 12 or fewer employees___ _ 110, 000 

Employees engaged in fishing, or in canning, processing or distributing 
eh Eg gn melt: AEE 5 A II2 2 2 i lad a ha 61, 000 
Switchboard operators in small telephone exchanges___._._________- 43, 000 
Employees of small newspapers______............-..-.------_---- 32, 000 
Employees of local transit companies_____________.______.-______- 32, 000 
Employees of manufacturers or wholesalers employed in local retailing _ 10, 000 
ee ereeS Ce oe. Sate EE en ere SE Ia se wee vey A 4, 000 
Oe FOS ESOT ase FEOF 2D Pee 6, 369, 000 


Source; U. 8. Department of Labor. 


As these figures make clear, more than a third of the employees who are excluded 
from the protection of the Fair Labor Standards Act is employed in wholesale 
and retail trade. An additional 233,000 workers engaged in handling or processing 
farm products in the area of production are also excluded. Nearly 2 million of 
these employees could be brought within the coverage of the act simply be 
eliminating various exemptions included in the act. Amendment of the basic 
coverage language, however, is necessary to extend the act’s protection to the 
remaining 5,558,000 workers in the retail and wholesale industry. 

At least four separate exemptions now specified in the Fair Labor Standards 
Act are applicable to employees in wholesale or retail trade. These are sections 
13 (a) (1), which exempts “any employee employed in a * * * local retailing 
capacity, or in the capacity of outside salesman (as such terms are defined and 
delimited by reguiation of the Secretary of Labor)’’; 

Section 13 (a) (2), which exempts ‘‘an employee employed by any retail or 
service establishment, more than 50 per centum of which establishment’s annual 
dollar volume of sales of goods or services is made within the State in which the 
establishment is located. A ‘retail or service establishment’ shall mean an 
establishment 75 per centum of whose annual dollar volume of sales of goods or 





60 FAIR LABOR STANDARDS ACT 


services (or of both) is not for resale and is recognized as retail sales or services 
in the particular industry”; 

Section 13 (a) (4), which exempts “any employee emploved by an establish- 
ment which qualifies as an exempt retail establishment under clause (2) of this 
subsection and is recognized as a retail establishment in the particular industry 
notwithstanding that such establishment makes or processes at the retail estab- 
lishment the goods that it sells: Provided, That more than 85 per centum of such 
establishment’s annual dollar volume of sales of goods so made or processed is 
made within the State in which the establishment is located;’’ 

And section 13 (a) (13), which exempts “any employee or proprietor in a retail 
or service establishment as defined in clause (2) of this subsection with respect to 
whom the provisions of sections 6 and 7 would not otherwise apply engaged in 
handling telegraphic messages for the public under an agency or contract arrange- 
ment with a telegraph company where the telegraph message revenue of such 
agency does not exceed $500 a month.” 

Elimination of all of these extremely technical and complicated exemptions 
from the Fair Labor Standards Act would, as I have said, bring within the protec- 
tion of the act nearly a million and a quarter employees in retail and service trade. 
It would not bring under the act, however, any emp.oyee who is not engaged in 
commerce or in the production of goods for commerce. These employees would 
still be deprived of the benefits of the act unless the basic coverage language of 
the act is also changed. 

We are not asking, however, that all of these exemptions be eliminated from the 
Fair Labor Standards Act. We do not seek, for example, complete elimination of 
the exemption now applicable to employees of retail and service establishments 
under section 13 (a) (2) of the act. We seek simply a redefinition of this exemp- 
tion so that, while the small local neighborhood grocery, drugstore, barber shop, 
shoeshine parlor, restaurant, hardware store, and repair shop would continue to be 
exempt, the large chain and department stores, supermarkets, variety stores, and 
the like, would be required to pay their employees in accordance with the require- 
ments of the act. At the same time, we see no need for continuing the exemption 
applicable to employees of retail establishments making or processing goods 
(sec. 13 (a) (4)), or the exemption for employees in Western Union Telegraph 
contract agency offices (sec. 13 (a) (13)), and we urge that these exemptions be 
eliminated from the act. 

We also urge that the basic coverage of the minimum wage and overtime 
compensation provisions (secs. 6 and 7) of the Fair Labor Standards Act 
be broadened so that these provisions will apply to the distribution end of the 
stream of commerce, as well as to the production of goods that enter the stream 
and the stream itself. As I have said, but I want to repeat, this is the principal 
substantial area of business activity, aside from pockets of uncovered activity in 
both manufacturing and transportation resulting from the act’s use of the em- 
ployee’s activity, rather than the activity of his employer, as the test of coverage, 
in which the minimum standards prescribed by the act are not permitted to 
operate. 

In this connection, I would like to draw the subcommittee’s attention to two 
very illuminating paragraphs in the memorandum on coverage and exemptions 
that was submitted to the Senate Labor Subcommitte* a year ago by the Labor 
Department. 

The paragraphs I refer to read as follows: 

“This broad scope given the basic coverage phrases in the act has not resulted 
in applying the act in other areas which Congress could have regulated within the 
broad purpose of the act but did not. The present act extends far beyond inter- 
state commerce, which is the central core of the Federal Government’s authority 
in this field, to apply to a whole complex of activities which precede commerce, 
broadly defined as production for commerce. It does not, however, extend at all 
beyond commerce to the other complex of activities which follow commerce. 
Thus, the relation between the production of goods, before any movement is 
begun, and their subsequent movement in commerce, is recognized as an appro- 
priate basis for Federal regulation authorized by the commerce clause, though the 
relation between such movement and employment on the goods in the State of 
destination after the movement ends, has not been. The effect on commerce of 
labor conditions in production of the article which subsequently moves, is recog- 
nized, though the effect on the same commerce of labor conditions in the dis- 
tribution of the article which has moved, is not. 

“Similarly, the present act, by taking as its sole standards for basic coverage, 
the relationship between each particular employee’s work and interstate com- 
merce or production therefor, tends to obscure what may be the essentially 
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national, as opposed to local, nature of the business organization to which his 
employment contributes. The present act ignores the interstate nature of the 
industry in which the particular employee may be employed. Finally, though 
the present act rightly provides a fair degree of specificity in delineating the 
employments to which it has application, it does this by sacrificing application 
to other employments which may have an equal effect on interstate commerce 
and the business of the Nation as a whole, and, to this extent, tends to hinder the 
accomplishment of its stated basic objective.” 

These problems can be met, and we urge that they be met, by providing that 
the minimum wage and overtime compensation requirements of the Fair Labor 
Standards Act shall apply not only to every employee who is “engaged in commerce 
or in the production of goods for commerce,”’ but also to every employer who is 
engaged in any “activity affecting commerce’ with respect to each of his em- 
ployees employed in or about or in connection with any enterprise where the em- 
ployer is so engaged. Here again, I would like to refer your attention to another 
paragraph from the Labor Department’s memorandum, as follows: 

“Tf the act is to be adjusted to changed conditions, a proper objective would be 
to give the act more meaning, in accordance with its purpose, by making it apply 
to as many workers as conditions warrant, rather than continue in the direction of 
providing a higher minimum wage for fewer employees. It should be noted here 
that whereas section 2 (a) of the act finds ‘that the existence in industries en- 
gaged in commerce or in the production of goods for commerce’ of the prescribed 
labor conditions has the bad effects on the commerce there enumerated, and see- 
tion 2 (b) declares the policy ‘to correct and as rapidly as practicable to eliminate 
the conditions above referred to in such industries’ [italics supplied], the coverage 
of the act extends only to those individual employees who can be proved to be 
[med engaged in interstate commerce or the production of goods therefor. 

here is reason to review the act’s coverage to determine whether further exten- 
sion is now feasible and proper to some economic areas where economic, legal, and 
administrative experience fully demonstrates the need. 

“The foregoing discussion and tables reveal the existence of substantial gaps 
in the minimum wage protection of the act in interstate enterprises of various 
kinds and in other areas which, because of their size and importance to our econ- 
omy, merit thorough consideration as to why the present act does not apply to 
them and whether any valid reason exists today for continuing limitation on 
accomplishment of the economically sound and humane purpose of the act.” 

Insofar as the wholesale and retail distribution industries are concerned, it is 
my understanding that the Solicitor of Labor in 1949 expressed the opinion that 
making the act apply to employers who are engaged in activities affecting com- 
merce, as well as to employees who are engaged in commerce or in the production 
of goods for commerce, as was proposed at that time, would bring within the 
act— 

Employees of wholesalers who are engaged in handling, shipping, and de- 
livering within the State, goods which were received from another State but 
which came to rest at their employer’s warehouse; and 

Employees of large retail or service enterprises such as chainstores and 
large department stores. 

It would not, however, include “the great bulk of employees employed in the 
typical local retail stores or service establishments, such as the grocery, drugstore, 
tavern, hardware store, barber shop, beauty parlor, shoe-repair shop, restaurant, 
etc.”” These small local retail trade and service businesses would continue to be 
outside the basic coverage of the act, even if they were not specifically exempted, 
as we propose they should be. 

The facts that support our proposals are, I believe, already before you in the 
record of’ the Senate hearings which were held last spring. Further corrobora- 
tion of these data will undoubtedly be developed in the course of these hearings 
which you are currently conducting. There is no need, and I do not intend, to 
repeat the testimony and information that were submitted on behalf of the 
Retail, Wholesale, and Department Store Union last year, although I would 
like to urge that you accept and consider that material as part of the record to 
be studied by you in connection with these hearings. You will find it on pages 
156-170 and 555-559, part 3, of the printed record of last year’s Senate hearings. 

One of the most significant things about the fact that the bulk of the retail 
and wholesale distribution and service industries is not within the scope of the 
Fair Labor Standards Act is the absence of precise data about these industries. 
We know that wages generally are low in these industries as compared with other 
industries, but we do not know precisely how low. We know that many workers 
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in these industries average no more than $25 to $30 a week, as contrasted with 
the Fair Labor Standards Act minimum wage of $40 for a 40-hour week, but we 
do not know how widespread these wages are in various sections of the industry 
and in different areas of the country. In the appendix attached to this state- 
ment are set forth some comparative data on weekly and average earnings during 
the years since 1949 which show, however, the extent to which wages in retail trade 
have lagged behind wages in manufacturing which is generally covered by the act. 

We also know that labor costs do not bulk large in the costs of doing business 
in most typical retail and wholesale trade today. For example, in 1954 total pay- 
rolls for the larger department stores averaged only 17.9 percent of sales. In the 
larger specialty stores total payrolls averaged 18.9 percent of sales. The impor- 
tant elements of cost that have significant bearing on the ability of firms in this 
industry to operate and compete successfully have very little, if anything, to do 
with the wage scales that are paid to the employees who work in the industry. 
Yet, they are often the first to feel the effects of necessary economies, even though 
it is obvious that only major fluctuations in wages, far beyond anything that 
can be brought about by bringing the industry under the $l-an-hour minimum 
wage prescribed in the Fair Labor Standards Act, can significantly affect the 
operating position of the large independent and chain organizations that we seek 
to have covered under the law. 

We know further that, while the retail trade and service industry is an industry 
of predominantly small units in terms of number of establishments, it is an indus- 
try in which employment is concentrated mainly in large independent and chain 
enterprises, which exercise great economic character and contribute as much to 
our peculiarly American mass-production civilization as the giant steel and auto 
and other manufacturing concerns. The 12 largest distributors of general mer- 
chandise in 1954 together accounted for over $7 billion in sales; Sears, Roebuck 
alone reported sales of nearly $3 billion in that year. The names of these con- 
cerns are household words in most American homes, names like Sears, Roebuck, 
Montgomery Ward, R. H. Macy, the May Co., Allied Stores, Federated, F. W. 
Woolworth, J. C. Penney, 8. H. Kress, H. L. Green, W. T. Grant, to name only a 
few. 

These distribution outlets have thousands of stores and tens of thousands of 
employees each in many States, some in every State, in the Union. Thus Wool- 
worth’s has 1,834 stores throughout the United States, and an additional 187 
in Canada and Cuba; its employees number nearly 100,000, almost one-fourth 
of all variety store employees. Federal Department Stores, a chain which in- 
cludes such stores as Bloomingdale Bros., in New York, Filene’s in Boston, and 
Fedway Stores in Texas, New Mexico, and California has 34 stores and 25,000 
employees. R. H. Macy & Co., with which the Retail, Wholesale, and Depart- 
ment Store Union recently negotiated a new collective bargaining agreement 
covering its employees in New York, has 26 stores and 24,000 employees. So, 
one could go down the list. 

Does anyone contend that these giant enterprises cannot afford to pay their 
employees at least the $1 minimum wage that the Fair Labor Standards Act 
would guarantee them if they were brought within the scope of the act? We 
have compiled some data on this which we think should be of some interest to 
this subcommittee. This information is set forth in the appendix to this state- 
ment, to which I would invite your attention. This information is of particular 
significance, it seems to us, because it is precisely the large independent and chain 
distribution enterprises that we believe should be brought within the coverage 
of the act, not the small local retailer about whom all the tales of narrow margins, 
intense competition, and hand-to-mouth existence are told. 

Mr. Chairman, the Fair Labor Standards Act has consistently been described 
as “‘remedial and humanitarian legislation” (Phillips Co. v. Walling, 324 U. 8. 
490; U. 8. Cartridge Co. v. Powell, 339 U. 8. 487; Roland Electrical Co. v. Walling 
326 U.S. 657). As such, the courts have, in accordance with the ordinary rules 
of statutory construction, interpreted and applied it liberally so as to effectuate 
fully its purpose of assuring to employees within its scope the fair labor standards 
to which they are entitled. Likewise, the courts have interpreted and applied 
the exemptions written into the law carefully and narrowly on the theory that 
Congress is required to be specific in manifesting its intention to deprive indi- 
viduals of the benefits prescribed by the law. Ordinarily, the burden of proof 
to sustain an exemption rests upon the party claiming it. Similar rules should 
apply to those who are arguing and will argue before you that the present narrow 
definition of coverage should be retained in the law and that the present com- 
plicated structure of exemptions should likewise be kept. 
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This follows from the fact, too, that the living needs of those who work in stores 
or in food processing or handling plants are no different from the needs of those 
who work in mines or factories. The “minimum standard of living necessary 
for health, efficiency, and general well-being of workers,’”’ which the act is expressly 
designed to protect, is the same for both. 

Similarly, the $1 spent by the retail or wholesale worker or the worker employed 
in the food processing and packing plant adds just as much to the Nation’s pur- 
chasing power as the $1 spent by the miner or the factory worker. The $1 
is as necessary as the other to maintain our economy on the high and expanding 
level of productivity, employment, and prosperity it has attained. 

When the Fair Labor Standards Act was enacted in 1938, it was only a first, 
small step toward the accomplishment of the objective stated by the late Presi- 
dent Franklin D. Roosevelt in his message to Congress of May 24, 1937, namely, 
that ““* * * Goods produced under conditions which do not meet rudimentary 
standards of decency should be regarded as contraband and ought not to be 
allowed to pollute the channels of interstate trade.” 

The standards that the act set, minimum wages of 25 cents an hour the first 
year, 30 cents an hour during the next 6 years, 40 cents an hour thereafter, with 
provision for increases up to 40 cents an hour in particular industries through 
industry-committee procedures prior to that time where economically feasible, 
were recognized at the time as ‘“‘rudimentary”’ standards, designed only to elim- 
inate “labor conditions which are clearly oppressive.’’ Coverage was narrowly 
confined to meet constitutional problems, and many exemptions were written 
into the law. 

Eleven years of experience under the Fair Labor Standards Act, and markedly 
changed economic conditions led Congress in 1949 to revise the minimum-wage 
standards upward to a more realistic level. A minimum wage of 75 cents an 
hour was fixed in that year for employees subject to the act. Again, last year 
renewed study of the effectiveness of the act in accomplishing its objectives led 
to the taking of a further step in modernizing the minimum wage standards 
prescribed by the act. Last year the minimum wage under the act was raised 
to$lanhour. Both of these were steps that we supported, and we applaud the 
Congress for having taken them. 

Yet, on neither occasion was anything done to broaden the coverage or to 
narrow exemption provisions of the act, except in certain relatively unimportant 
respects. Indeed, in 1949, the net effect of the provisions dealing with these 
problems that were included in the bill enacted by Congress that year was to 
remove even more employees from the scope of the act than had been excluded 
before. 

As the Department of Labor pointed out in its memorandum of last year to 
which I have already made reference, the 1949 amendments resulted in “‘a net loss, 
rather than progress, toward that ‘breadth of coverage’ which, for this act, is 
‘vital to its mission.’ Of the two changes in basic coverage, the more important 
was the one curtailing it, and of the 10 exemptions from the minimum wage (aside 
from the special provisions for Puerto Rico), 4 were enlarged, only 1 curtailed, and 
6 new ones added” (hearings, pt. 3, p. 1781). 

The urgent need today in bringing and keeping the Fair Labor Standards up to 
date is the expansion of its coverage and the elimination of as many of its exemp- 
tions as possible so that its purpose can be realized for as many as possible, not 
simply only 1 out of every 2, of the workers for whose protection it is designed. 
This is in accordance with its beneficial purpose, with its evolution over the 18 
years it has been on the statute books, and the promise given last year to the 
millions of organized and unorganized workers who are still deprived of the act’s 
protection that this problem would be taken up and dealt with this year. 

The burden of showing that coverage should not be extended into the field of 
distribution or that certain specific exemptions should be retained in the Fair 
Labor Standards Act rests squarely on the opponents of broader coverage, it 
seems to me, I ask the members of this subcommittee, in all sincerity, whether 
they have heard any facts or arguments from these opponents that have not been 
advanced before, only to be proved by experience to be groundless, against im- 
provements in the standards prescribed in the act. I feel sure that any impartial 
study of the record of the Senate hearings last spring and of the record that will be 
made in these hearings this year cannot fail to show that the opponents of the 
changes we advocate have simply not sustained the clear burden of proof that rests 
clearly on them. 

There is no sound reason why the distribution of goods should be excluded or 
exempted from the Fair Labor Standards Act when the production of goods and 
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the shipment of goods in interstate commerce are generally covered. On the 
contrary, the need to bring employees engaged in these activities under the act 
is at least as great, if not greater, than the need to continue to cover under the act’s 
protection employees who are already subject to the act. 

The congressional findings and policy which provide the basic justification of 
the act are fully as applicable to the distribution trades as to the manufacturing, 
mining, transportation, or communications industries. 

Has anyone attempted to argue that substandard wages, such as are widely 
prevalent in the retail distribution industries, do not cause ‘‘commerce and the 
channels and instrumentalities of commerce to be used to spread and perpetuate”’ 
labor conditions ‘detrimental to the health, efficiency, and general well-being of 
workers’? Ihave not heard anyone do so. 

Has anyone contended that the existence of substandard wages in wholesale and 
retail trade does not ‘‘burden commerce or the free flow of goods in commerce”’ or 
does not constitute ‘an unfair method of competition in commerce’? I have 
heard no such contention anywhere. 

Is it any less true in the distribution industries than in other industries subject 
to the act that substandard wages lead to ‘‘labor disputes burdening the obstruct- 
ing commerce and the free flow of goods in commerce” and interfere with ‘‘the 
orderly and fair marketing of goods in commerce’’? I think not. 

No, the same factors that support the application of minimum wage and over- 
time standards in mining, manufacturing, transportation, and communications 
industries equally support the application of these standards in the distribution 
end of the stream of commerce. 

APPENDIX 


A, Comparative wage data in retail, wholesale, and manufacturing 

Whereas retail and service employees were once one of the highest paid groups 
of workers, today their wages lag substantially behind those of other workers, 
Furthermore, the yap between the wages of retail employees and workers in 
manufacturing is becoming wider. 

Between 1950 and 1955, the average hourly earnings of retail employees were 
increased from $1.17 to $1.52, or 35 cents. Average hourly earnings in depart- 
ment stores and mail order houses rose from $1.08 to $1.33, or only 25 cents. 
In general merchandise stores the increase was from 97 cents to $1.19 an hour, 
or 22 cents. By contrast, average hourly earnings in manufacturing increased 
from $1.46 to $1.93, or 47 cents. 

The effect of continuing to exclude or exempt from the Fair Labor Standards 
Act most employees in wholesale and retail trade is to keep them out of step and 
out of line with workers in mining, manufacturing, transportation, and commu- 
nications of whom all but a very small proportion are within the protection of 
the act. In none of these ‘‘covered’’ industries, for example, are average annual 
earnings per full-time employee below the average for all industries. In 1953, 
the latest year data are available, however, average annual earnings per full-time 
employee were below the average for all industries ($3,599) in the fields of both 
retail trade ($3,092) and services ($2,650). Only in agriculture, forestry, and 
fisheries, where average annual earnings per full-time employee were only $1,653, 
was the industry average appreciably lower than in the retail trade and service 
industries. 

Furthermore, without a floor under wages, such as is guaranteed by the Fair 
Labor Standards Act to workers who are within its protection, it is apparent 
that minimum wages, as well as average wages, whether on an hourly, weekly, 
monthly, or yearly basis, can and do vary widely. Even in the wholesale in- 
dustry, which is one of the highest wage major industries in the country, average 
straight-time hourly earnings in 13 cities surveyed by the Bureau of Labor 
Statistics in 1952 ranged from 85 cents in Jacksonville, Fla., to $1.33 in Cleveland, 
Ohio, in the case of janitors, porters, and cleaners; from 85 cents in the Norfolk- 
Portsmouth-Hampton Roads area to $1.50 in Milwaukee, Wis., in the case of 
stock handlers and hand truckers; and from 86 cents in Jacksonville, Fla., to 
$1.13 in Cleveland, Ohio, in the case of watchmen. As the Bureau noted, “In 
smaller cities the wages of these employees may be lower.”’ 
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Undoubtedly, there have been increases in the level of average hourly earnings 
and average annual earnings in the years that have elapsed since 1952 and 1953. 
The e changes, however, have not modified substantially the basic pattern of 
low wages in retail and service establishments as compared with other major 
industries and wide disparities in wages level in wholesale, as well as retail, trade 
in the wages paid to workers in different areas and in different occupational 
groups. 


B. Profits in retail trade 


The record is that the retail trade industry can afford to pay the minimum 
wage and observe the other standards required by the Fair Labor Standards 
Act. The retail trade and service establishments that would be brought under 
the act, if our proposals are enacted, the large department and chain establish- 
ments, are the most profitable in the industry. 

Profit margins in retail and wholesale trade compare favorably with those in 
manufacturing, which generally is subject to the requirements of the Fair Labor 
Standards Act. Leading corporations in retail and wholesale trade enjoyed an 
overall return of 11.1 percent on net assets in 1955, as compared with a return of 
15 percent for leading manufacturing corporations. In retail and wholesale trade, 
the percentage ranged from 8.5 percent in wholesale and miscellaneous to 13.0 
percent in chain grocery stores. 

For individual enterprises, the story is the same. Appendix table 3 (p. 17), lists 
net assets, net profits, and net profits as a percentage of net assets for six large 
enterprises in the retail field. ‘These include F, W. Woolworth, Newberry, Mc- 
Crory, 5. H. Kress, H. L. Green, and W. T. Grant. Net profits as a percentage of 
net assets for these 6 giant firms in 1954 ranged from 15.0 to 24.5 percent, 


TABLE 1.—Comparison of average weekly and hourly earnings in retail trade and 
manufacturing, 1950-55 



































| Total retail Department stores ; General merchan- Manufacturing 

and mail order dise stores 

Weekly | Hourly | Weekly | Hourly | Weekly Hourly | Weekly | Hourly 

| an 
1950... .--| $47.68 $1.17} $41.56 $1.08 | $35.95 | $0.97] $59.33 $1. 46 
1961... heal 50. 65 1. 26 44. 23 1.17 37.75 | 1,04 64. 71 1. 59 
|, re Ore 52. 67 1, 32 44.77 1.21 38. 41 | 1.07 67. 97 1. 67 
dike + bieanne .| 54. 88 1. 40 44.88 1. 25 38. 96 | 1.11 | 71. 69 1.77 
tis ae tial 56. 84 1, 45 46. 83 1. 29 40. 71 1,15 71. 86 1.81 
ph Ss SEE 3 58. 65 1. 52 47.88 1. 33 41.06 1.19 79: 52 1.93 

| 








Source: Monthly Labor Review, Bureau of Labor Statistics, U. 8. Department of Labor. 


TABLE 2.—Net income of leading corporations in trade and manufacturing, 1954-55 


[In thousands of dollars] 





























Reported net income Percent 
Number after taxes Book net assets return on 
Industrial group of com- net assets 
panies , sete 
1954 1955 1954 1955 1654 | 1955 
| | 
} } | | 
Total manufacturing-.--.._..-- } 1, 765 | $0, 467,124 | $12, 373,262 | $77, 173,288 | $82, 598,845 | 12.3 | 15.0 
Chainstores, food_..........-- 25 85, 530 94, 733 626, 890 | 705, 712 | 13.6 | 13.4 
Chainstores, variety, ete. .._- 54 111, 325 144, 284 1, 328, 123 1,359, 837 | 8.4 | 10.6 
Department and specialty ___- 49 151, 230 176, 085 1, 614, 863 1, 666, 138 9.4 | 10.6 
BE ROI ow alin in a0 dae dee 6 177, 182 202, 180 1, 559, 274 1, 648, 184 | 11.4 | 12.3 
Wholesale and miscellaneous. 53 ‘ 67, 801 757, 307 | 801, 490 7.9 8.5 
Total tra@es kisi cincece ses 187 585, 228 685, 083 5, 886, 457 6, 181, 361 9.9 | 11.1 
i 





Source: First National City Bank, New York City, Monthly Letter, Business and Economic 
Conditions, April 1956. 
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TABLE 3.— Net profits as a percentage of net current assets of 6 major retail enterprises, 
1 





Net profit as 

Enterprise Current net | Net profits percent of 

assets net current 
| assets 





ek kd $154, 389, 000 | $26, 000, 000 
Newberry 32, 676, 000 4, 883, 000 
oo PEE SRT EL Se RE RE PET OS: 5. 3, q 3, 065, 000 
OR ESTs Fees ae ee ety Ope 8 ee Ome eer es tia gee 25.. 7, 8, 346, 000 | 
OE a aE EE ee eer 7 a os" , 484, 3, 371, 000 | 
W. T. Grant___- 3 ; ~ ; 5 8, 755, 000 | 











Source: Fairchild Financial Manual, 1955. 


The CuarrMan. I have a statement here to be filed, submitted b 
the American Meat Institute, 59 East Van Buren Street, Chicago, md 
Without objection, that will be incorporated in the record. 
(The statement referred to follows:) 


AMERICAN MEAT INSTITUTE, 
Washington, D. C., July 18, 1956. 
Mr. Frep G. Hussey, 
Chief Clerk, House Committee on Education and Labor, 
House of Representatives, Washington, D. C. 
Dear Mr. Hussey: I attach herewith copy of a statement by the American 
Meat Institute on bills to amend the Fair Labor Standards Act. 
Your courtesy would be appreciated if you could make this a part of the official 
record of the hearing of the subcommittee. 
Yours sincerely, 
AED P. DAvIss, 
Director, Department of Livestock. 


STATEMENT OF THE AMERICAN Meat INSTITUTE 


This statement is made on behalf of the American Meat Institute, the national 
trade association of the meat industry. 

We are opposed to certain bills now pending before Congress to broaden the 
coverage of the Fair Labor Standards Act and particularly the proposed provisions 
to restrict or remove the present hours of work exemptions which were a salient 
feature of the original act and have always been supported vigorously since that 
time. These amendments that seek to broaden or remove certain exemptions 
will directly and indirectly affect agricultural producers’ costs. 

The ‘‘14 tolerance weeks,” the “area of production,” and the “‘initial processing” 
exemptions provisions under the present act are necessary to many producers, 
processors, and manufacturers of agricultural products and should be retained. 

The proposed amendments to alter or change the present customary method 
of paying outside salesmen or buyers will work a hardship on the salesmen, the 
customer, the final purchaser of the finished product, and the employer. Changes 
such as are proposed to the present Fair Labor Standards Act with respect to 
salesmen’s hours for overtime pay whether daily or weekly could only result in 
added costs. 

We will appreciate your committee giving careful consideration to the serious 
effects which the proposed amendment could have on the economy. 

The proposed amendment to the Fair Labor Standards Act which would alter 
or change the long-established pattern of sales work and salaries paid will not 
increase income or other benefits presently enjoyed by employees in this classifica- 
tion. To the contrary, it would prove to be a handicap and a hardship upon the 
salesmen themselves, their employers, their customers, and the ultimate consumer. 
It is clear that such extensions in hourly paid coverage as are proposed in some of 
the bills would ultimately affect the entire economy. This is evident because of 
the influence that such economic pressure would have upon the price of meat and 
meat products. 

Salesmen of this industry, like those of many others, differ considerably from 
other types of employees by virtue of the very nature of their work and the 
standards upon which their earnings are established. Compensation ranges 
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from what might be comparable to a beginning office worker up to what might 
be called an ‘‘upper income bracket.’’ Few fields of endeavor offer more individual 
opportunity to reap the rewards of one’s own personal effort than selling—whether 
it be meat or any one of the thousands of other products that move through indus- 
try to the consuming public. However, these rewards cannot be realized if 
measurement of performance is attempted on an hourly basis. The incentive 
would be destroyed for it can only be related to the salesman’s individual con- 
tribution in effort, initiative, and ingenuity. 

We would urge that, in such consideration as is given the bills now before this 
committee, particular attention be devoted to the nature of sales work in general 
and the difficulty, if not the actual impossibility, of legislating and controlling 
hours, work habits, and routine of these salesmen. The committee should also be 
conscious of the undesirable effects which might result from attempts to devise 
unworkable regulations to carry out exemptions of the act which are of doubtful 
merit. It would be impossible to administer for many reasons, among them the 
fact that a salesman’s actual working time is not sharply defined, the dependence 
on the salesman for accuracy and honesty and the necessity of having to rely on 
these employees to maintain and submit their own time records and reports. For 
these same reasons, it could not be policed. 

In short, to attempt any correlation of a salesman’s earnings with a 40-hour 
week or an 8-hour day would force unreasonable limits on his working time with a 
corresponding reduction in his actual as well as potential earnings. 

Salesmanship is in reality a creative profession, and we wish to impress upon the 
committee that any ‘‘time-clock techniques’’ would indeed discourage incentive 
and initiative to the detriment of the entire economy. 

In this connection, it is a fact that wage and salary standards in the meatpacking 
industry are well above the minimum prescribed by law. 

We would also like to impress upon the committee the importance of the season- 
able aspect of production in the meatpacking industry. We have no control over 
the number of head of livestock marketed each day and each week. Livestock 
as well as the resulting meat are highly perishable products. They cannot be 
stored and held for later processing. They must be processed promptly after arriv- 
ing at the Nation’s stockyards and packing plants and made available for con- 
sumption at the earliest possi»le hour. Regardless of the volume that may be 
coming to market, the perishable nature of the meat demands that salesmen dis- 
pose of output promptly since livestock receipts (our raw material) change from 
day to day, week to week, month to month. 

It is evident a hardship would result by the extension of the act to restrict the 
hours of work and the scope of activity of meat and meat products salesmen. 

The special nature of salesmen’s duties, routine, and methods of compensation 
was carefully considered, and it was this reason which lead to the exemption from 
the original Fair Labor Standards Act and from subsequent amendments. The 
methods of operation and the manner of compensating salesmen is essentially the 
same today as it was in 1988 when the law was enacted. 

In summary, we are opposed to the bills now pending for the reasons stated. 

1, The existing law has proved to be satisfactory over the entire life of 
the Fair Labor Standards Act and has been accepted by the salesman, the 
employer, and indirectly by the buying public. 

2. The unique features of the occupations involved in these exemptions 
make impossible adequate or equitable substitute legislation. 

3. It would not be possible to administer, enforce, or police the proposed 
legislation. 

Therefore, we urge that the present exemptions be continued. 


The CuarrmMan. Are there any others who have statements they 
would like to file for the record? 

May I say this: 

Without objection from the members of the committee, I am in- 
formed that others have requested the privilege of filing statements 
in the record, and that will be granted should those statements come in 
within a 15-day period. I think we had better make it 15 days be- 
cause I would like to get this printed and in such shape that it can be 
of help. 

Thank you, gentlemen. 
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The committee will adjourn. 
(Whereupon, at 11:45 a. m., the committee was recessed, subject 
to the call of the Chair.) 

(Pursuant to the directions of the chairman, the following state- 
ments and letters, etc., are made a part of the printed record:) 


AMALGAMATED Megat CurTers AND ButcHER WORKMEN 
or NortH AMERICA, 
Chicago, Ill., August 2, 1956. 
Mr. Frep G. Hussey, 
Chief Clerk, Committee on Education and Labor, 
House of Representatives, Washington, D. C. 


Dear Mr. Hussey: In response to your letter of July 26, I am enclosing a 
copy of a statement on amendments to the Fair Labor Standards Act. Please 
enclose this statement in a record of your hearings. 

Very truly yours, 
ARNOLD MayYeEr. 


(Statement referred to follows:) 


SraTEMENT By Leon B. ScHacHTeR, Vice PRESIDENT, AMALGAMATED MEatT 
CUTTERS AND BuTcHER WoRKMEN oF NortH America (AFL-CIO) 


My name is Leon B. Schachter. I am a vice president of the Amalgamated 
Meat Cutters and Butcher Workmen of North America, affiliated with the 
American Federation of Labor-Congress of Industrial Organizations. 

This international union is in its 59th year of existence. It has a membership 
of more than 315,000 men and women of every race, creed, and national origin 
who reside in every one of the 48 States of this country and in Alaska, Hawaii, 
and Canada. More than 500 local unions affiliated with this international union 
have been chartered. The membership of the union work in slaughtering and 
meat-packing plants, in wholesale meat-supply houses, in branch houses, retail 
markets, poultry and egg plants, creameries, canning plants, tanneries, fisheries, 
animal and vegetable oil refineries, and other allied industries. 

The international officers and members of the executive board of the AMCBW 
are vitally interested in the Fair Labor Standards Act. They seek equal economic 
treatment for all workers. They stand firmly opposed to substandard living 
standards. They believe that much of the substandard living standards can be 
eliminated by extending coverage of the Fair Labor Standards Act to the millions 
of workers now excluded and by eliminating the exemptions now existing. 

The AMCBW considers it unfortunate that no hearings were held or legislative 
action taken in the 84th Congress by the Committee on Labor and Education on 
amendments to the coverage and maximum hours sections of the Fair Labor 
Standards Act. On behalf of our union, I strongly urge that this important 
legislation be considered in hearings by the committee as its first order of business 
in the 85th Congress. 





COVERAGE 




























Big business today not only dominates the meat packing industry, but is today 
firmly established in such other food industries as retail roots, eos iy canning, fishing, 
poultry and egg, and other allied businesses. Yet employees of these food indus- 
tries are treated as second class citizens. They are either not protected by the 
provisions of the Fair Labor Standards Act at all, or they are burdened with spe- 
cial exemptions that do not give them the full benefits that are given workers in 
other industries. These exclusions and limitations have not only deprived the 
workers in these industries of major benefits enjoyed by other workers, but have 
interfered with collective bargaining, Particularly is this true in retail trade. 

A large part of the business done in the sale and distribution of food is by large 
corporations operating in multiple store locations and doing business in the billions 
of dollars. In 1954, 8 of the larger food chains in the country sold more than $9 
billion of food products—or 22.6 percent of all the food sales in the country. 
Except for the year 1950, the percentage of sales of these 8 large food chain store 
companies has increased steadily. Their share in total food sales increased 23.5 
percent from 1939 to 1954. Significant, too, is the fact that 3 of the larger chain 
food store companies increased their share in all food sales from 14.8 percent in 
1939 to 17.1 percent in 1954. While food sales generally increased 310 percent 
between 1939 and 1954, food sales in the 8 larger companies increased over 400 
percent in the same period. 
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Sales of all food stores compared with sales of 8 and 8 food chainstore corporations 


[In millions of dollars] 


























3 chains ! 8 chains 2 
Year All food stores 
Amount Percent Amount Percent 
| RE a ey ee 41, 640 7, 128 17.1 9. 430 22.6 
Ss cn coneresent crate keaetecee inet ece ood 40, 776 6, 969 17.1 9, 068 22.2 
Oe ai ae 39, 768 6, 083 15.3 7, 903 19.9 
Pibnacowevebsrtcnmnetmedomey 37, 632 5, 632 15.0 7, 250 19.3 
ty ep ari) 27 ae ; 36, 936 4, 976 13.5 6, 405 17.3 
Pcie akcn aivaihe nndaitie ds .<mait 10, 728 1, 648 15.4 2, 024 | 18.9 
Pe titinn cncdcwgndh dicta acniniall 10, 156 1, 508 14.8 | 1, 860 | 18.3 





1A. & P., Kroger, and Safeway. 
2A. & P., Kroger, Safeway, American Stores, First National, Food Fair, Jewel, and National Tea. 


Sources: Sales in all food stores from regular series of U.S. Department of Commerce. Chainstore sales 
are as reported in Moody’s Industrial Manual. 


It is well for the benefit of this committee to review in some detail the extended 
operation and business done by some of the larger and leading national retail chain 
food store companies. 

The Great Atlantic Tea Co. controls the stock of subsidiary companies operating 
4,650 food stores in 40 states and the District of Columbia, as well as 2 provinces 
in Canada. These stores are supplied from 37 general warehouses and a number of 
meat, fish, and butter warehouses. The corporation’s subsidiaries also operate 36 
bakeries, 4 salmon canneries in Alaska, 6 manufacturing plants, 3 cheese plants, 
2 milk processing plants, a creamery, 9 coffee roasting plants, 4 laundries and a 
printing plant. Its combined annual sales for 1954 were $4,140 million. 

Safeway Stores, Inc. operates 1,825 stores in 23 States, the District of Columbia 
and Canada. This company and its subsidiaries also operate 33 principal grocery 
warehouses, 24 produce warehouses, 18 bread bakeries, 11 fluid milk plants, 7 
coffee roasting plants, 11 meat distributing warehouses, 9 ice cream plants, an 
evaporated milk plant, 4 dressing plants, 2 fruit and vegetable canneries, 2 
eracker and cookie bakeries, 4 cake bakeries, 24 egg candling plants, a gelatin 
dessert plant, a candy factory, 4 jam and jelly manufacturing plants, 3 bleach 
plants, 3 soft drink bottling plants, a poultry dressing plant, 4 meat-processing and 
slaughtering plants, a soap plant, a wine bottling plant, 6 butter plants, 3 cheese 

lants, a cereal plant, 7 produce packing plants and 19 miscellaneous warehouses. 
t reported sales for 1955 which added up to a total of $1,932 million. 

The Kroger Co. operates 1,576 stores in 19 States. It operates, in addition to 
the retail markets, bakeries, dairies, meat-distributing plants, food processing and 
packing operations, a peanut plant, an evaporated milk plant and other auxiliary 
operations. Its gross sales for 1955 were reported at $1,219 million. 

The National Tea Co. operates 746 stores in 10 States. It has warehouses in 
Chicago, Milwaukee, Detroit, and Minneapolis and, in each of the cities, the com- 

any operates bread and cake bakeries and roasts coffee, manufactures peanut 
butter, salad oils, preserves, extracts, and soft drinks. The company and its sub- 
sidiaries also own and operate cattle feed lots and 2 slaughtering and meat proc- 
essing plants, 1 at Denver, Colo., and another at Fergus Falls, Minn. It reported 
gross sales of $576 million for 1955. 

The American Stores Co. operates 938 stores in 7 States and the District of 
Columbia, and it also operates warehouses, bakeries, fruit and vegetable packag- 
ing plants, a milk-evaporating lant, and 2 slaughtering and meat processing 
plants, 1 at Lincoln, Nebr., and 1 at Pueblo, Colo. Gross sales for 1955 were 
an estimated $652 million. 

The First National Stores, Inc., operates 702 stores in the New England States 
of Massachusetts, Connecticut, Rhode Island, Maine, New Hampshire, Vermont, 
and New York. It has warehouse branches in Providence, R. I., and Bridge- 
port and East Hartford, Conn., and it also operates a creamery and an evap- 
orated-milk plant. Its sales for 1954 were $471 million. 

Food Fair Stores, Inc., operates 210 stores in 7 States on the east coast from 
New York to Florida. Total business for 1954 was $419 million. 

Jewel Tea Co., Inc., confines its 179 retail store outlets largely to Illinois, but 
it also does door-to-door selling in 42 States and the District of Columbia. It 
has a small manufacturing and distributing warehouse in Los Angeles, Calif., 
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and owns route buildings in Toledo, Ohio, Fort Worth, Tex., Wichita, Kans., Oak- 
land, Calif., as well as Los Angeles, Calif., and Barrington, Ill. It reported sales 
of $307 million for 1955. 

There are literally thousands of smaller food store companies operating 5 or 
more retail outlets and doing business in excess of $500,000 annually. They 
operate in several States, or within one State, and in most cases purchase their 
food products out of State. They, too, can be considered Big Business. 

Also significant is the growth of the number of supermarkets operating all over 
the country. In 1940, there were only 6,175 supermarkets doing an annual 
volume of business of $2 billion. In 1955, there were were 20,537 of such markets 
doing more than $20 billion in volume sales. Sales per supermarket during this 
period increased more than 203 percent. 


Growth of supermarkets, 1940-56 











| Number |Superdollar| Dollar sales || | Number |Super dollar| Dollar sales 
Year of supers | volume (in| per super || Year of supers | volume (in| per super 

| $1,000) | 1} | $1,000) 
Se incarsisata'e 6,175 | $2, 000, 000 | $325, 000 1} ESAs } 11, 970 | $7, 780, 500 | $650, 000 
ES 8,175 | 2,500,000 | 305, 800 || 1949.._.____- 13,089 | 8, 507, 850 | 650, 000 
in ninienbaele 9,011 | 3,000,000 | 333, 000 i] are 14, 217 | 10, 251, 457 | 721, 070 
1943 nisl 9,100 | 3, 500, 000 384, 600 1] , 15, 383 | 12, 356, 000 803, 224 
1944____ | 9,460 | 3,600,000 380, 500 || 1952__- | 16, 501 | 14, 096, 800 854, 299 
ee a 9,575 | 4, 500,000 | 470, 000 || 1953._-....._-| 17, 550 | 16, 092, 000 916, 923 
NE aesk bi 10, 057 5, 500, 000 | 546, 900 || 1954.....___. 18, 845 | 18, 200, 000 | 965, 773 

| 

| 


i 


Ae 10, 846 | 7, 000, 000 | 645, 300 i} Se | 20, 5387 | 20, 380, 000 992, 355 





Source: Super Market Merchandising, February 1956, p. 38. 


In 1940 sales of supermarkets operating in this country were 24 percent of all 
grocery sales; in 1955, they were 55.1 percent; an increase of 130 percent. Super- 
market sales had increased from $2 billion in 1940 to $20.4 in 1955, an increase 
of 902 percent. 

Rise in supers’ share of grocery sales 


[Dollars in billions] 























| 
All Super- Percent | | All Super- | Percent 
Year grocery | market super- Year grocery | market super- 

| gales sales markets sales | sales | markets 

| 

i] | | 
iinncse<ananeune $8.2 $2.0 | 24.4 1948__. $24.8 | $7.8 | 31.5 
oe REINER 8 9.3 2.5 26.7 || 1949_. 24.8 | 8.5 | 34.3 
ER haeniimpeitets | 14 3.0 | 26.3 || 1950...... | 26.4 | 10.3 39.0 
—. 12.5 3.5 | 28.0 1951... | g03| 124 40.9 
SRR Seren 13.7 | 3.6 26. 3 1952... 32.2 | 14.1 43.9 
See 14.6 | 4.5 29.8 | 1953 __. 33. 6 16.1 | 47.9 
SACRE ree! 18.6 5.5 29.6 | "Relais | = 34.9 | 18.2 | 52.1 
a 22. 5 7.0 31.1 i 1955...... 37.0 20.4 55.1 











Source: U. 8. Department of Commerce and Super Market Merchandising, February 1956, p. 39. 


Grocery sales as reported above include meat markets operated in grocery 
stores. Supermarkets are defined as complete departmentalized food stores with 
at least the grocery departments operated on a self-service basis. 

The range of dollar volume sales to all food stores operating in this country 
shows a similar trend. In 1940 supermarkets handled 18.6 percent of all food 
sales; in 1955, it rose to 46.7 percent, an increase of more than 150 percent. 
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Dollar volumes of sales in swpermarkets and all food stores 


[Dollars in millions} 





























| | 
Super- All food Percent | Super- | Allfood | Percent 
Year market store sales | supers to all Year market | store sales supers to all 
sales food stores | sales | food stores 
1} —paeig) a ere 
| j 
1940... _...--| $2, 000 $10, 728 18.6 | isle 25 | $7,780 | — $30, 960 | 25.1 
eee 2, 500 12, 240 20.4 |} 1949.......-- | 8, 508 | 32, 772 | 26.0 
eee 3, 000 14, 784 20.3 | 0 a + 10, 250 | 36, 936 27.8 
1943 3, 500 16, 500 21.2 || 1951--...- 12, 356 | 37, 632 | 32.8 
7° Tae 3, 600 17, 916 20.1.1) 3608.........-] 14, 096 | 39, 768 | 35.4 
1945_- 4, 500 j 23.4 || 1963.....- | 16, 092 40, 776 | 39. 5 
. ) a | 5, 500 24, 146 | Ae = 18, 200 41, 640 43.7 
1947. 7,000 | 28, 440 24.6 || 1955_..____- | 20,380 | 43,637 | 46.7 


| 





Source: Supermarket sales are reported in Super Market Merchandising, February 1956, p. 39. Food 
stores sales are from the U. 8. Department of Commerce’s regular reports. 


It is clear, therefore, that the retail food industry is today, for the most part, 
big business employing hundreds of thousands of men and women. It is no longer 
valid to consider retail food operations as little business entitled to special execlu- 
sions and exemptions. 

The Amalgamated Meat Cutters and Buteher Workmen of North America 
represents more than 130,000 employees working in retail food establishments, 
primarily in meat departments and in meat markets. These men and women 
are covered by collective bargaining agreements with many hundreds of employers. 
A survey of the retail food collective bargaining contracts on file at the interna- 
tional office reveals that 59 percent of our membership employed in retail food 
establishments work under contracts providing for a 40-hour week, 25% percent 
work under contracts providing for a 45-hour week, only 2.2 percent work under 
contracts providing for a 48-hour week, and 13.3 percent work under contracts 
providing for anywhere between 41 and 45 hours a week. 

The trend toward the 40-hour week in the retail food industry has been steadily 
increasing. Only 5 or 6 years ago, more than 80 percent of our membership em- 
ployed in this industry worked under contracts providing for a workweek of 45- 
hours and over. Many of the current collective bargaining contracts which extend 
for a term of 2 or 3 years provide for an annual reduction in workweek without 
reduction in weekly wage. By the end of 1957, an additional 27,063 of our mem- 
bership employed in retail food stores will be covered by 40-hour week contracts, 
and at that time more than 80 percent of the total membership working in retail 
food establishments will have their working hours limited by 40-hour week 
agreements. 

The continued exclusion of workers in the retail industry from the coverage of 
the Fair Labor Standards Act can only serve to encourage unscrupulous em- 
ployers to take an unfair advantage over employers who bargain collectively for 
wages, hours, and working conditions. It is unfair to permit one group to com- 

ete with another because of cheaper labor cost. The*basic purposes of the Fair 
Taber Standards Act are sound and it is the clear responsibility of the Govern- 
ment to extend its coverage to protect the workers in the retail industry. 

Millions of American workers are today excluded from the benefits of the act 
either because they come within the definition of agricultural workers or because 
of special exemptions. Those who work in industries that fall within agricultural 
activities are being discriminated against unjustly and to a degree which en- 
dangers basic American standards. Those who work on farms and those who 
work in industries which are contiguous to farm activities are workers in the 
same sense as those who work in shops, factories, mines, and warehouses. There 
is no valid reason whatsoever why these millions of American workers should be 
discriminated against. There can be no justification for restrictions which deny 
them a standard of living equal to that of other American workers in other en- 
terprises. The present law needs to be amended so that the basic coverage is 
extended to all workers regardless of where they work or in what industry they 
invest their efforts. 

MAXIMUM HOURS 


Equally deserving of the committee’s attention are the tolerance weeks and 
overtime exemptions provided for by the Fair Labor Standards Act. These 
permit an employer to operate without overtime payments for 14 weeks of the 
year and, in some cases, two 14-week periods with overtime payments only after 


80966—56-——6 



















































































72 FAIR LABOR STANDARDS ACT 


a 12-hour workday or a 56-hour week. These exemptions have brought about a 
tremendous exodus of people already compelled to live on low wages and on sub- 
standard conditions. This condition exists in the canning and in the poultry 
and egg processing industries. 

The annual earnings in canning and peeetning for a year-round average em- 
ployment of 197,200 in 1955 was only $2.931. uring the height of the season, 
the Bureau of Labor Statistics’ average number of workers in 1955 was 287,000. 
They earned annually an average of only $2,014. 


Average annual earnings of canning and preserving workers 














1953 é 1954 1955 
Average number of production workers in July—October period. 287, 000 287, 000 
Average number of production workers for full year-____...---. 194, pon 197, 200 
TORRd GEIGER IIo ast webbed bse einbenesieead $572, atk ono = | $551, es $577, 993, 000 
Average annual earnings of workers on J uly- -October payroll $2, 
Annual earnings of full-year employees-...-............---.--- 3 768 32 338 $2, 931 





The average hourly earnings in the canning and preserving industry in 1947 
was $1.04, or 17.6 cents an hour less than the average for all manufacturing. In 
1955, the average hourly earnings in canning and preserving was $1.46, and 42 
cents less than the average for all manufacturing. Instead of improving the 
standard of living for these workers in the 8 years, their comparative standing 
declined. 


Comparison of hourly earnings in canning and preserving with all manufacturing 























1947-65 
Canning | All man-} Cents dif- Canning | All man- | Cents dif- 
Year and pre-| ufactur- | ference Year and pre-| ufactur- | ference 

serving ing serving ing 
RAR $1. 041 $1. 237 i f > $1. 36 $1.77 41.0 
NEE. 1.116 1.350 23.4 NS SIREN a ar 1.41 1.81 40.0 
iieccconesibhonan 1. 128 1. 401 i i 3 eee ee 1. 46 1. 88 42.0 
RE SE: 2° 1.191 1. 465 27.4 
Renta tilts 1.27 1. 59 32.0 || Increase since 1947 
ESL Ue As, 1.32 1. 67 35.0 aA. 41.9 64.3 22.4 

















Source: Bureau of Labor Statistics. 


This is true in spite or the fact that production in the industry has increased 
considerably, Output for the same 1947 to 1955 period has increased more than 
39 percent. 


Indexes of production, man-hours and output per man-hour in the canning and 
preserving industries, 1947-55 











[1947= 100] 
Pro- Man- Output Pro- Man- Output 
Year duction hours per Man- Year duction hours per Man- 
hour hour 

fen. .3.- 100.0 100.0 100.0 ||1062........... 1 93.0 132.7 
hes 99.8 95.8 104.2 ||1953_.......... 129.9 96. 8 134. 2 
ewe 104.1 91.7 113.5 |}1654........... 120.3 90. 0 133. 7 
nec iain 112.3 92.4 121.3 |/1065..........-. 126.7 91.1 139.1 
aa! BE 127.3 97.6 130. 4 


























Sources and Methods: Production, man-hours and output per man-hour for the years 1947-53 are as di- 
rectly reported by the Division of Productivity and Technological Developments of the Bureau of Labor 
Statistics. Production and man-hour relatives for 1954 and 1955 were estimated from Federal Reserve 
—— ae of production and Bureau of Labor Statistics reports of production worker employment and 
weekly hours 


Significant, too, is the fact that while labor cost per dollar of shipments in the 
years 1947-49 averaged 14.8 cents, in 1955 it was 14.3 cents. 
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Hourly earnings, dollar value produced per man-hour, and labor cost per dollar of 
output in the canning and preserving industries, 1947-55 




















Volume per man-hour— Labor cost 
Hourly . per dollars of 

earnings | shipments 

Year In 1947-49 | In current (cents) 
dollars dollars 
(1) (2) (3) (4) 
SE a a eS a ee | a ene Sn $1. 005 $7.42 $7. 42 14.8 
Ne Raines EY Se nS eam ey RES: Bie 1.191 8. 50 8. 42 14.1 
RA RE Ee BS 1 SA BSG TP Ci Fa 1. 27 9.14 9. 63 13.2 
A aOKELE SER Sab ads Sak SL hal dbs 1.32 9. 30 9. 67 13.7 
EER RRA! TIT EPS EN ee ae 1.36 9. 41 9. 78 13.9 
EE, AIRS itn FY Leatie et Ma alnth eh SA ae 1.41 9. 37 9. 76 14,4 
Se oka bes koa de Coke rude sd dada bub baed fcc kcdéeoct 1. 46 9.75 | 10. 24 14.3 
| 





Sources and methods: Hourly earnings are from the regular Bureau of Labor Statistics series. Dollar 
volume per man-hour (col. 2) is total 1947 shipments of the industries divided by man-hours as reported by 
the census of manufactures. This 1947 volume was adjusted year by year in line with the output per man- 
hour index shown on the previous table. Volume expressed in current rather than 1947-49 dollars (col. 3) 
was estimated by applying the Bureau of Labor Statistics wholesale price indexes for canned and frozen 
fruits and vegetables, and canned fish to the dollar totals in col. 2. Labor cost estimates (col. 4) are col. 1 
totals divided by col. 3. 


More significant, however, is the fact that the peak season in the canning and 
preserving industry is July, August, September, and October. That is when 
the exemption periods permitted under the act are usually invoked. But the 
Bureau of Labor Statistics reports that during these 4 months in the year 1955 
the average weekly hours worked was less than 40. There is little or no reason 
to retain the 1 or 2 exemption periods. If employers in this industry wish to 
avoid overtime pay, they may work 2 or 3 shifts a day and increase the work 
force. 

In any event it is obvious that the cost of meeting full overtime requirements 
of the Fair Labor Standards Act would be minimal for the entire canning and 

reserving industry. Averaged out over the industry such costs could add only 
8 or 4 cents per hour to industry payrolls during 3 or 4 months. 


Peak season employment in the canning and preserving industries 








Produc- | Weekly | Average Produc- | Weekly | Average 
tion hours hourly tion hours hourly 

workers earnings workers earnings 
1953—July . ....-.-- 263, 900 40.3 $1. 34 |} 1954—September...| 347, 200 40.8 1.38 
August. ..... 342, 700 40.1 1, 35 October......| 244, 200 38.5 1.38 
September...| 371, 800 41.3 1.34 |] 1955—July--._..._- 232, 500 39.7 1, 38 
October.._..- 253, 000 40.1 1. 36 August ---._- 327, 100 39.2 1.44 
1954—July.......-- q 39.4 1. 39 September_._| 325, 100 39. 9 1. 47 
August....-- 319, 600 40.6 1. 38 October..._- 259, 900 39.9 1.48 





























Sources: Production worker employment, weekly hours and hourly earnings are from the Bureau o 
Labor Statistics. 


oe 


What has been said here with respect to employees in the canning and preserv- 
ing industries applies with equal force to those of the poultry and egg industry. 
They, too, are included within the two exemption periods provided for in the act. 
Our organization has approximately 30,000 men and women employed in the 
poultry and egg industry. Often they are employed in communities where the 
tags nye 2 represents the sole source of employment. Their wages are relatively 
ow. e find that those covered by collective-bargaining agreements earn an 
average of between $1.25 and $1.35 an hour. It is estimated that those not or- 
= into labor unions in the industry earn between $1.05 and $1.10 an hour. 

t is difficult to know exactly, but it is estimated that there are 150,000 workers in 
the poultry processing industry. Because of the nature of the industry itself and 
the areas in which it is located, it has been difficult to organize them into labor 
unions. Those of our members working in the industry who are covered by col- 
lective-bargaining agreements presently receive overtime payments after 8 hours 
of work in any 1 day and after 40 hours of work in any 1 week. These agree- 
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ments allow for no exemptions as provided by law. Consequently, the employers 
under contract to our local unions operate under a higher labor cost than those 
employers whose employees are not organized into labor unions. Thus, the Fair 
Labor Standards Act exemption serves to promote competition in lowering wages 
or retarding wage increases. It is also basically unfair to single out any group 
of workers in any group of industries and shackle them with exemptions which 
materially affect their living standards. 

We recommend to this committee that the Fair Labor Standards Act be amended 
in the following manner: 

1. Broaden the basic coverage of the law by bringing within the coverage of the 
act all firms engaging in business “affecting commerce.’’ Coverage should be 
extended to all workers, including those working in retail establishments, fisheries 
and other allied industries. Merely altering specific exemptions will leave still 
excluded a large segment of our working population who most urgently need equal 
treatment under the law. 

2. Delete from the exemptions in the present law those conditions which exclude 
retai: employees. The bulk of employees in retail establishments today work for 
big business. We can no longer speak of the retail trade as a ‘‘momma and papa’”’ 
enterprise. They need and should receive equal treatment under the law. We 
recommend that companies operating more than 5 retail stores or doing an annual 
business of more than $500,000 be covered by the provisions of the law. 

3. Eliminate from the law the present two 14-week exemption periods which 
apply to certain industries. Technological progress and automation, as well as 
improved methods of distribution, have all but eliminated required longer hours 
of work in peak season periods. We have shown that in the canning and preserving 
industry the average hours worked in the peak seasonal months of the year is a 
little over 39 hours. 

4. A number of excellent bills which would attain these objectives were before 
the committee during the 84th Congress. We especially wish to call attention to 
H. R. 8553, containing amendments to the fair Labor Standards Act of 1938, 
affecting the food industries, sponsored by Representative James Roosevelt. This 
bill would have ended the injustices now in effect for the retail, canning, fish proe- 
essing, poultry, and other food industries. We strongly urge that a measure 
containing the provisions of H. R. 8553 be approved by the committee in the 85th 
Congress. 





Unrrep Staies INDEPENDENT TELEPHONE ASSOCIATION, 
Washington, D. C., July 26, 1956. 
Hon. GrauaM A. BARDEN, 
Chairman, Committee on Education and Labor, 
House of Representatives, Washington, D. C. 


Dear CHAIRMAN BarpeEN: Pursuant to permission granted by your committee 
to affected industries, I send you herewith three copies of a statement on behalf of 
the United States Independent Telephone Association in opposition to any modifi- 
cation or repeal of the switchboard operator exemption contained in section 13 
(a) (11) of the Fair Labor Standards Act. 

Yours very truly, 
Cuypbe 8. Barry, 
Executive Vice President. 
(Statement referred to follows:) 


STATEMENT ON BEHALF OF UNITED StTates INDEPENDENT ‘TELEPHONE 
ASSOCIATION BY CLYDE McFar in, CHAIRMAN OF Its EMPLOYMENT RELATIONS 
CoMMITTEE 


This statement is presented on behalf of the United States Independent Tele- 
phone Association. It is the national trade organization representing the inde- 
pendent segment of the telephone industry, that is, the non-Bell part of the 
industry. P 

The independent telephone industry is comprised of 4,714 companies, serving 
10,859 exchanges and 8% million telephones. While this comprises only about 
20 percent of the number of telephones in the country, the independent companies 
serve approximately two-thirds of the geographical area of the Nation. 

Ours is essentially a rural industry. The exchanges are located largely in 
small towns, and customers live in these small towns and the surrounding farm 
areas. Eighty percent of the independent telephones are located in residences. 
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Therefore, these independent telephone companies are largely dependent upon 
agricultural income for their operating revenues. 

There are in the independent telephone industry several so-called group com- 
panies which are large by the standards of our industry, but if they be called 
large, it is because they are composed of a large number of small companies. 
However, the great majority of these companies are small, locally owned com- 
panies, and most of them own and operate only one exchange. In order that 
you may better understand just how small these companies are, 4,900 of the 
manually operated exchanges have less than 500 telephones, and 5,500 of the 
manual exchanges have less than 750 telephones. Attached as exhibit A is a 
table showing the number and size of both manual and dial exchanges in the 
independent telephone industry. 

We are opposed to any proposal to repeal or amend section 13 (a) (11) of the 
Fair Labor Standards Act, which provides: 

“the provisions of sections 6 and 7 shall not apply with respect to * * * (11) 
any switchboard operator employed in a public telephone exchange which has 
not more than seven hundred fifty stations.” 

As we understand it, the purpose of the committee is to determine whether 
amendments to the Fair Labor Standards Act should be made. We understand 
testimony at earlier hearings was introduced proposing the repeal of section 
13 (a) (11) above referred to. From this testimony, it is evident there is some 
misunderstanding about the history and the purpose of this provision of the Fair 
Labor Standards Act. Said section 13 (a) (11) did not appear in the original act. 

It became apparent that the great majority of small independent telephone 
companies could not comply with the wage and hour provisions of the original 
act. Congress speedily recognized the peril which threatened these small rural 
telephone companies and extensive hearings were held before both the House and 
Senate committees on legislation to exempt the smaller exchanges from the wage 
and hour provisions. There was considerable discussion as to the form this 
exemption should take. The advice of the Wage and Hour Division was sought 
and the Division, in turn, sent a telegraphic inquiry to the State regulatory bodies 
asking their recommendations. 


Recommendations of State regulatory bodies 


On February 14, 1939, Mr. Carroll R. Daugherty, Chief Economist, Wage and 
Hour Division of the United States Department of Labor, sent an inquiry to each 
State regulatory body asking each of those bodies to state whether any part of 
the telephone industry ought to be exempt from the wage and hour provisions 
of the Fair Labor Standards Act, and if so, what should be the basis of such 
exemption. The telegram indicated three possibilities as follows: 

Number of telephones served by an exchange: 250, 500, 750, 1,000. 

Population of town in which exchange is located: 500, 1,000, 2,500, 5,000, 
7,500, 10,000. 

Annual exchange service revenues: $7,500, $10,000, $15,000, $20,000, $30,000. 

Replies from 36 State regulatory bodies submitting recommendations are 
classified as follows: 


Number of 
States 


Size of exchange to be exempted: recommending 
1,000 urban subscribers___-_______- ail i gg 
1,000 company-owned stations _ _ __ A ; l 


1,000 subscribers.................._- nat ee ae 
1,000 stations. __ 


—- 22 
A eo ee Deoepiey i feta eke ty ad 1 
I a  bive Sen 1 
eran adi NE aaa ee onlin, et iS RE SE 5 
200 G@eecions.......... ._. en meer in jae A 1 
Miscellaneous provisions (some equivalent to 1,000 telephones) -_-- 6 
14 





PE I ois ivn kc dyed bn chan 5 Snack 6 
States not responding_-_._._..._..__- BEA SEM ; Hoe ed -loueciia & 
No regulatory body, or not having jurisdiction.._.________. 5 


Total number of States 
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These regulatory bodies are thoroughly familiar with the economic conditions 
of their States, and above all else, they have firsthand knowledge of the operations 
and financial requirements of the telephone utilities under their jurisdiction. 

It is interesting to note that 22 of the 36 State regulatory bodies responding 
recommended an exemption of not less than 1,000 subscribers or 1,000 stations. 

The House Labor Committee recommended the adoption of an amendment 
providing an exemption for exchanges having less than 500 stations. In House 
Report No. 1448, 76th Congress, Ist session, August 3, 1939, the committee said: 

“‘The exemption for the operators of some small telephone exchanges is neces- 
sary to insure uninterrupted telephonic communication service for the farmer 
and for the small rural community. Small telephone companies, on the whole, 
are financially unable to comply with the wage provisions of the act, and the 
sporadic character of the demand for service makes the application of the hours 
provisions of the act impracticable.”’ 

Congress enacted an amendment providing for exemption of telephone operators 
in exchanges having less than 500 telphones, and in 1949 the law was amended 
to exempt exchanges having less than 750 stations. Testimony has been intro- 
duced before this committee that the original purpose of the act has been perverted, 
and that somewhere along the line the term ‘‘exchange’’ was substituted for 
“company.”’ A reading of the legislative history of the amendment will disclose 
that there was never any substitution of the word ‘‘exchange’’ for ‘‘company,”’ 
and that there has not been any perversion of the original purpose of the amend- 
ment. 

Much has been made of the point that when the original amendment was 
adopted, the switchboard was either in the home of the company owner or in 
the home of the switchboard operator. This situation is not greatly changed 
today. For example, there are five small exchanges in my county in Iowa which 
are exempt from the provisions of the Wage and Hour Act, and in all of them the 
exchange is located in a home. The reasons which persuaded Congress to adopt 
this amendment in 1939 are just as persuasive today as they were at the time of 
the original enactment of the amendment. 


Wages paid telephone operators in exempt exchanges are comparable with wages paid 
in other industries in the community 

While the wages paid telephone operators in exempt exchanges are generally 
below the minimum prescribed by the Fair Labor Standards Act, they are usually 
equal and in many cases higher than those paid in other businesses of the com- 
munity which compete with the telephone company for labor. It must be re- 
membered that these small exchanges are located in small towns and that the 
costs of living are much lower in small communities than they are in larger 
communities. 

In many of these exchanges living quarters with heat, light and other utilities 
are furnished to the operator, or operators. In many cases, a family unit per- 
forms both the maintenance and the operating functions in the exchange. Most 
of the major items involved in the family budget are cheaper in the smaller com- 
munities, and basic food products such as meat, dairy products, eggs, vegetables, 
ete., are cheaper in these small towns than in the large cities. here are other 
favorable economic factors in the small towns, such as the fact that the employee 
can go home to lunch, has no transportation charges to and from work, and 
amusements, medical care, etc., are also cheaper. 

While the wages dollarwise are smaller than those paid in larger communities, 
they are adequate for the needs of the employee in these small communities. A 
very large number of them own their own homes, own cars, and maintain a 
standard of living comparable with that of other persons employed in other 
industries in the town. 

In small exchanges, where the exchange is located in a home, the operator has 
been able to perform her household duties and still operate the switchboard. 


The telephone company is usually the only industry subject to the provisions of the 

wage and hour law in small towns 

Quite frequently the telephone company is the only business, or is one of two 
or three, such as the railroad company, the bank and telegraph company, which 
is subject to the wage and hour law. The retail stores, the garages, implement 
stores and service trades are all exempt from the provisions of the Fair Labor 
Standards Act. To repeal this exemption would require the telephone company 
to pay a higher hourly wage rate than other business institutions in the town. 
This would tend to create ill will and dissatisfaction not only among employees 
but with the managers and proprietors of the other businesses. 
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Any increase in wage costs due to a repeal of the exemption must be passed on to 
telephone subscribers 


It is evident that a repeal of the exemption would result in higher labor costs 
to these small telephone exchanges. There is no way for the telephone company 
to absorb an increase in the cost of telephone operations. Because of the increase 
in wages, higher costs of telephone equipment, taxes and maintenance, it has 
been necessary for our telephone companies to increase their subscriber rates 
some of them several times, since the end of World War II. It is our belief that 
the repeal of this exemption would make the costs of telephone services almost 
prohibitive in the towns served by the smaller exchanges. We have asked the 
members of our association what effect a repeal of the exemption would have on 
the rates charged the subscribers they serve, and some of the comments received 
from some of the companies are as follows: 


Alabama.—‘“This is a farming section and the farmer could not stand the 
increase due to low farm income for several years.” 

Arizona.—“If we had no exemption whatever, we would be put out of business, 
for the simple reason that all of our exchanges except one would be hit.” 

Arkansas.—‘‘Extremely antagonistic. Might even remove practically all 
phones.” 

Colorado.—‘‘Elimination of the 750-station exemption at this time could easily 
mean our exit from the telephone business.” 

Georgia.—‘‘Would require an 87 percent increase in rates. Would close at 
least 5 of the 6 exchanges.”’ 

Idaho.—‘‘We just received a grant in rates and to ask for an additional raise 
would be most difficult at this time considering the agricultural picture.” 

Illinois.—“‘Would almost cause a complete loss of stations which would force 


us to close our doors. We would not have enough subscribers left to operate.” 

Indiana.—‘‘75 percent of our subscribers live on farms. Their income is 
down. Their reaction would be against any increase at this time.” 

Iowa.—‘‘Our subscribers would not be able to pay the raise in rates that would 
be needed. We are going to lose too many subscribers. A lot of companies will 
go broke. Exchange would be forced to close as subscribers would not pay in- 
creased rates. This community would not have telephone service, unless a 
larger company would do it. Local ownership would be gone. There would be 
a violent protest. The country telephone is their very lifeblood. The sudden 
end of telephone service in a community, now satisfied, will raise literal hell at 
home and in Congress.” 

Kansas.—‘I believe at least 50 to 100 subscribers would have their service 
discontinued—and it could easily be more. Subscriber loss of 50 percent.” 

Kentucky.—‘‘Both of these exchanges are located in agricultural communities 
and any increase in rates would be met with serious opposition.” 

Louisiana.—‘‘We would have to close up.’ 

Maine.—‘Public cannot pay that increase. Telephone company would have 
to go out of business. Would lose most all customers 75 to 90 percent. Would 
have to go out of business. Public will not be able to pay increase.” 

Michigan.—‘‘Very bad—could cause loss of 100 telephones.” 

Minnesota.—“No question but what they will revolt and scores will take out 
their telephones.”’ 

Missouri.—‘‘I would lose at least one-third of my subscribers and all I could 
do is lock the door. Most of the telephones would have to be taken out; there- 
fore, I would not be able to operate.” 

Nebraska.—‘‘90 percent of subscribers would have telephones removed. It 
would eliminate our company.” 

New York.—‘‘Any increase in rates at present we feel would tend to increase 
the number of removals. Furious, with protest meetings at granges, ete., and 
innumerable protests.” 

Ohio.—‘‘Tf exemption is repealed our company will be forced to quit. Farmers 
are in a price squeeze. A telephone being one of the nonessentials will be one of 
the first to be cut off. Farmers need telephone service worse than city folks.” 

Oklahoma.—“The public simply could not pay. Most patrons would discon- 
tinue immediately and the remaining few would have to follow. The answer for 
a small country town is so obvious that I would not even attempt to raise the 
rates like that. I would close the exchange.” 

Pennsylvania.—‘‘Two-thirds would object very strenuously. One-third would 
discontinue service.” 

South Carolina.—“I think many would do without their telephones before they 
would pay the increase.” 
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South Dakota.—‘‘Many of my subscribers are farmers and in face of a decrease 
in farm prices a raise in telephone rates would be very obnoxious and unfair 
to them.” 

Tennessee.—‘‘Subscribers would be unable to pay an increase in rates, which 
would really result in an abandonment of all small exchanges, which would put 
all rural people without any telephone service at all.’’ 

‘exas.—‘‘My subscribers are going to raise the roof. In fact about all of my 
rural resident subscribers have said they will discontinue phones. We would 
lose 90 to 95 percent of the customers we now have.” 

Utah.—‘‘Inasmuch as this is a farming and ranching community and cattle 
prices are dropping, we assume at least 25 percent would remove phones.” 

Vermont.—‘‘We would be out of business. If our expenses increased 53 percent 
and our income dropped 50 percent, we would have to price our service out of 
the reach of all but a few. Doctors, fire stations, some business people, and 
some residences, would be our only customers.” 

Virginia.— ‘Many of our subscribers will not be able to pay the increase.” 

West Virginia.—‘‘They won’t pay it.” 

Wisconsin.—“‘Fifty percent would discontinue their phones immediately. 
They could not afford it. Service would be disconnected.” 

It is evident from these comments that increases in telephone rates which would 
be necessitated by repeal of the exemption would result in substantial customer 
resistance and mean depriving a large number of rural subscribers of telephone 
service. 


Impact on the telephone companies themselves 


A repeal of the operators exemption would be particularly burdensome to the 
small telephone companies because any wage increase hits the telephone company 
three times a day. They cannot minimize the costs by cutting down hours, 
but must continue to operate 24 hours a day. Wages already account for from 
65 to 80 percent of the operating expenses of small telephone companies, and a 
repeal of the exemption would greatly increase this percentage. 

If the exemption were repealed, it would cost a telephone company $8,760 per 
year, to operate an exchange, with one operator, on a 24-hour basis. In an ex- 
change having 100 subscribers, the cost for operators’ wages alone would be 
$7.30 per month, for each subscriber. In addition there would be costs of main- 
tenance and taxes, insurance, repairs, and many other expenses that are incident 
to operation. It is evident that the subscribers of telephone exchanges in these 
small rural communities, would not be financially able to pay such costs for tele- 
phone service. Only a few business places would be able to continue their tele- 
phone service. The result would be that the company would become bankrupt 
and the subscribers would be deprived of telephone service. 

In order that you might understand how many very small exchanges would be 
affected by this situation, I should like to tell you there are 2,095 manual inde- 
pendent exchanges which have less than 150 telephones. As I have said before, 
there are 5,500 manual exchanges having less than 750 telephones. Only a very 
few of these exchanges could continue to operate manually. They would have 
four alternatives: 

1. Conversion to dial. 

2. Abandonment of service. 

3. Sale of the exchange to a larger company already converted to dial. 
4. Bankruptcy. 

The last alternative is very real. 

I would not be candid with you if I did not tell vou that a very large number of 
these small manual telephone exchanges have been, and are being, converted to 
dial, and this process will continue at an accelerated pace. The rate at which it is 
proceeding is controlled by the ability of the telephone industry to manufacture 
dial equipment. All the manufacturers of telephone equipment both independent 
and Bell, have been operating at capacity since the end of the war. The greater 
part of this telephone equipment is being used as additions to telephone plants so 
that persons who do not now have a telephone may be given service. 

It is the best judgment of those in the telephone industry that it would take 10 
or 12 years of full production of telephone equipment before all of these small 
independent manual exchanges could be converted to dial, their plants would 
have to be rebuilt and central office equipment manufactured. Assuming that 
equipment were available, it would take from 1 to 3 years from the time the orders 
were placed for dial equipment before the exchange could be converted to dial 
operation. It must be evident to you that if Congress were to repeal this exemp- 
tion, with an immediate effective date, literally hundreds of these small exchanges 
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would become bankrupt before they could get equipment to convert their exchange 
to dial. Most of the subscribers of these small exchanges serving rural people 
need telephone service much more than urban residents. Because they live in 
the country they need a telephone to call the fire department, the police depart- 
ment, the doctor, the feed man, the oil truck, the livestock buyer, and their busi- 
ness connections. A telephone is a real necessity to a farmer. Repeal of this 
exemption would deprive a great many of them of telephone service. 

Our industry is making an honest effort to solve this situation. The operators 
in these small exchanges are generally satisfied with their employment and live 
well compared with other employed people in their communities. Certainly it 
will be no service to them to have this exemption repealed because the inevitable 
result will be that they will lose their jobs in the near future, either due to dial 
conversion or bankruptcy of their company. 

The number of operators involved is relatively small. Certainly it is insig- 
nificant when compared to the number of telephone subscribers who would be 
affected by a repeal of the exemption. 


Some reasons why the present basis of the switchboard operator exemption should be 
left unchanged 

At a hearing before a subcommittee of the Senate Committee on Labor and 
Public Welfare earlier this year, President Beirne of the Communications Workers 
of America (CWA), recommended that the basis of the switchboard operator 
exemption be changed from an exchange one to a company one. 

The independent telephone companies of the country are strongly opposed to 
any such proposal. Some of the reasons why it should not be considered may 
be summarily stated as follows: 

(1) The principal reason against putting the exemption on a company basis is 
that it is entirely bereft of logic. The exemption was originally made to help 
the smaller exchange continue its existence by gearing operators’ wages to the 
economy of the community it serves, where it is common knowledge wages, living 
costs, and telephone rates are lower than in larger communities. Who can say 
with logic that because a company has 2 or more small exchanges with a total of 
over 750 stations, its ability to pay operators’ wages is equal to that of a company 
having 1 exchange of over 750 stations? 

(2) The station exchange basis of providing the exemption is the basis recom- 
mended by the greatest number of State regulatory commissions when the exemp- 
tion was first legislated by Congress in 1939. Those regulatory authorities were 
and are familiar with the operations of our exchanges, with the local sentiment of 
subscribers, and with local economic conditions. Their views are entitled to 
weighty consideration. 

(3) The station exchange basis of providing the exemption has received con- 
gressional scrutiny twice (1939 and again 1949) and received approval each time. 

(4) To change from an exchange basis to a company basis would deprive a 
number of independent companies of the needed benefit of the exemption merely 
because they happen to have more than one small! exchange 

(5) A company basis would impose a genuine hardship on telephone subscribers 
because of the need for increasing subscriber rates in an amount sufficient to 
cushion the impact of increased wage costs. Such rate increases varying in 
individual instances, would rage from a low of about 10 percent to a high of 100 
percent. Hundreds of thousands of subscribers in our opinion would choose to 
go without telephone service rather than pay the necessary increased charges. It 
should be remembered that 80 percent of the telephones in the independent in- 
dustry are in residences. This class of subscribers has no way of passing increased 
charges along. Many of such telephone users are known in the industry as 
marginal subscribers. 

(6) Changing the basis of the exemption would also be very harmful to the 
switchboard operators themselves for the reason that, with telephones removed 
from residences because of higher subscriber charges, the telephone traffic calling 
volume would be reduced and the need for switchboard operators correspondingly 
diminished. The number of operators needed at any exchange always has a rela- 
tionship to the number of telephones in service and the calling habits of sub- 
scribers. 

(7) Putting the exemption on a company basis instead of an exchange basis 
would solve no problem but create many new ones. If a single company exchange 
in town A has the benefit of the exemption and there is another exchange in town 
B 5 miles away owned by a company which has more than one exchange without 
the benefit of the exemption, the subscriber rates in the latter would have to be on 
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a substantially higher basis. The reasons for this would be difficult to understand 
by the people in the latter community and a howl of terrific proportions would 
immediately develop because of the telephone charge differential, to the very real 
embarrassment of the company owning the latter exchange. Increasing telephone 
rates in such a situation would introduce the hazard of loss of subscribers. This 
in turn would result in impairment of employment opportunities for switchboard 
operators, while at the same time creating serious financial problems for the 
company involved. 

(8) It may be old-fashioned but it is nonetheless true that wages paid by tele- 
phone companies have simply got to be geared to the economy of the particular 
community in which they are paid and have a relationship to wages paid for com- 
parable skills by other business. If an exchange of company A which has heretofore 
had the benefit of the exchange exemption should be obliged to increase its wages 
beyond the level paid for comparable skills elsewhere in the community, that 
exchange is going to suffer a serious case of bad public relations with the manage- 
ments of other enterprise and with subscribers generally. 

(9) It is no solution to the problem presented by a need for higher revenue to 
say: “Go to your State commissions and get your subscriber rates increased.” 
Some of the reasons this is no solution are referred to in this statement. It is 
becoming harder to obtain rate increases. Because of inflationary conditions 
many companies in recent years have already been before regulatory commis- 
sions from 2 to 5 times for higher rates. There may be such a thing as the well 
going dry. It must be remembered that although in individual instances per- 
mission to increase rates might be obtained, there is no regulatory commission 
anywhere with power broad enough to require a telephone subscriber to keep 
his telephone if the cost is beyond his ability to bear. 

(10) To put the exemption on a company basis instead of an exchange basis 
would introduce complexities and vexation in administration. The Wage-Hour 
Division has been administering the exemption on an exchange basis since 1939 
(500 stations from 1939-50 and 750 stations since 1950). New concepts would 
have to be provided and become familiar both within Government agency and 
within the industry if a change were made. This would not be easy. 

In conclusion, the United States Independent Telephone Association requests 
that you do not either repeal or modify the telephone switchboard operator 
exemption in the Wage-Hour Act. 
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SUPPLEMENTAL STATEMENT OF JAMES A. SUFFRIDGE, PREsIDENT, RETAIL 
CLeRKs INTERNATIONAL Association, AFL-CIO 


Mr. Chairman and members of the subcommittee, before taking up the ques- 
tions discussed at the hearing held on July 20, 1956, I would like to again thank 
the chairman, Mr. Graham A. Barden, and the members of the subcommittee, 
for the informed and considerate attention given me as president of the Retail 
Clerks International Association in presenting our views on bills extending 
coverage under the Fair Labor Standards Act to large retailing establishments. 

As a result of the hearings, certain parts of the bills under consideration re- 
quire some clarification. The purpose of this supplemental statement is to 
present to the subcommittee additional information to clarify our objectives in 
seeking coverage for employees in the retail industry and our attitude toward 
these bills. 

The discussion developed the following three points of major interest with 
which I will deal separately: 

I. The $500,000 criteria.'.—Logical reasons to justify the $500,000 criteria to 
be used in determining the dividing line between retail firms which would be 
covered under the act and those which would continue to remain exempt. 

Affecting commerce ?.—Limitation of the phrase “affecting commerce’’ to 
retail concerns. 

III. Section 13 (a) (2)3.—Effect of the provision of section 13 (a) (2) of the 
proposed amendment to the act as it applies to employees of retail service estab- 
lishments. 








I. THE $500,000 CRITERIA 


With respect to justifications for the yardstick of more than $500,000 worth 
of retail sales a year—$500,000 has been the figure which has been customarily 
accepted over the past decade as distinguishing a small retail business from a 
large retail business. 

Thus, for example, the Senate Committee on Education and Labor ‘ in report- 
ing an amendment on the Fair Labor Standards Act of 1946, proposed an exemp- 
tion for a retail employer with not over 4 retail establishments and with a total 
annual volume of sales of not over $500,000 a year. 

The House Committee on Education and Labor, in reporting on H. R. 3190 
of the 8lst Congress, Ist session 5 recommended section 13 (a) (2) of the act 
(Ret uil or Service Establishment Exemption) be amended to read as follows: 

“‘Any employee of a retail or service establishment whose employer had a total 
volume of sales or servicing of not more than $500,000 during the preceding 
calendar year.” 

Decisions of the Federal courts relative to the inclusion of retail establishments 
under the ‘‘Affecting Commerce” provision of the National Labor Relations Act 
show less than $500,000 of annual sales as a criteria for coverage under the act. 

In NLRB vy. H. G. Hill Stores ((1944) 140 F. 2d 924), this retail grocery outlet 

bought merchandise outside of the State of Louisiana in which it had a warehouse. 
The warehouse in Louisiana shipped about $200,000 worth of this merchandise 
annually to the Louisiana retail stores and also to stores in Mississippi. It was 
held to be subject to NLRB jurisdiction. 
_ In Your Food Stores of Santa Fe v. Retail Clerks Local No. 1564 ((1954) 121 F. 
Supp. 339), this retail food market annually imported from other States about 
$400,000 worth of the goods it sold, and its employees were held to be in an ac- 
tivity affecting commerce 

Former President Harry S 8. Truman on December 12, 1947, sent a memorandum® 
to the heads of executive agencies setting standards to be used in determining 
what constituted small business for the purpose of authorizing business repre- 
sentation on various Government committees. The standard for retail trade 
was set at net annual sales or receipts under $100,000. 


1 See pp. 62-65, 72, and 77 of the July 20, 1956, transcript. 

2 See pp. 54, 56, and 57 of the transcript. 

3 See pp. 59 and 79 of the transcript. 

4 See Senate Committee on Education and Labor, U. S. Senate, 79th Cong., 2d sess., 8. Rept. No. 1012, 
March 14, 1946, on 8, 1349, Amendments to the Fair Labor Standards Act of 1938; and C Ongressional Record, 
79th Cong., 2d sess,, vol, 92, pt. 3, March 29, 1946, p, 2819, April 5, 1946, pp. 3162, 3163, 3166. 

5H. Rept. No. 267, March 16, 1949, p. 9. 

6 House Select Committee on Lobbying Activities, H. Rept. 3232, on H. R. 298, 8ist Cong., 2d sess. 
December 26, 1950, p. 10. 
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Former Secretary of Labor Lewis B. Schwellenbach on March 1, 1949, recom- 
mended that the retail and service exemption contained in section 13 (a) (2) of 
FLSA should be limited to firms doing an annual business of $500,000 or less.’ 

In Senate hearings ® held in connection with small business participation in 
Government procurement activities, H. B. McCoy, Director of the Office of 
Industry and Commerce of the Department of Commerce on June 15, 1950, set 
a small business standard in the retail field at annual sales of less than $500,000. 

In the final report of the Select Committee on Small Business, House of Repre- 
sentatives, 82d Congress, 2d session, House Report 2513, December 31, 1952, 
entitled ‘‘Review of Small Business, 82d Congress,”’ several references are cited 
in which small business standards are discussed. 

On page 1, the committee used a standard of annual sales in the retail field 
amounting to more than $100,000 to distinguish large from small business. 

Page 3 quotes Senate bill S. 1913, 78th Congress, to the effect. that a small 
business in the retail trade is one whose net sales or receipts for a calendar year 
are not over $250,000. S. 1913 was entitled ‘A Bill to Establish A Small Defense 
Plant Administration.” 

Page 3 also quotes the Bureau of the Census as setting a dividing line of $50,000 
in annual sales between small and large business in the retail trade. The Tem- 
porary National Economic Committee also set $50,000 in annual income as a 
standard. 

Public Law 163, 838d Congress, Ist session, chapter 282 (H. R. 5141), title II 
The Small Business Act of 1953 (approved July 30, 1953) in section 203, sets forth 
the criteria for determining a smal] business concern and includes among the 
criteria dollar annual volume of business. 

In an administrative memorandum issued under the act covering the period 
from January 19, 1954, to June 10, 1954, the Small Business Administration set 
up the following standards as to eligibility for loans to small businesses: $300,000 
for retailing concerns except $500,000 for farm equipment dealers, lumber yards 
and building materials and $1,000,000 for motor vehicle distributors and depart- 
ment stores. 

Since June 10, 1954, the SBA standard has been set at $1 million for retail 
firms, except $2 million for department, variety, grocery stores with fresh meat 
markets, and motor vehicle distributors. 

With reference to the $500,000 criteria I would like to recall that in my formal 
statement to the subcommittee, presented on July 19, I pointed out: 

“Retailing today is a multi-billion-dollar industry operating thousands of stores 
with hundreds of thousands of employees. The large independent and chain 
stores have a tremendous impact on interstate commerce. Although the firms 
for which we seek coverage represent only 2.2 percent of the total number of 
retail concerns, it is most significant to note that they account for 33.4 percent 
of the total volume of retail business and 36.5 percent of retail employment.”’ 

In addition to the $500,000 criteria, the bills propose another standard of 
coverage—any retail employer with more than 5 establishments. This yard- 
stick was selected after a study of various State statutes dealing with taxes on 
chain store concerns and a review of prior congressional committee recommenda- 
tions to amend the Fair Labor Standards Act. 

For example, the following is an excerpt from part 2 of Senate Report 1012, 
79th Congress, pages 94 and 95: 

“2. Proposed amendment.—(a) Legal aspect: As a step toward achieving this 
necessary broad coverage, the committee proposes to supplement the change in 
the basic coverage language by amending section 13 (a) (2) so that the exemp- 
tion will apply only to small retail and service establishments. Only employees 
of employers who have no more than 4 establishments and who have a total vol- 
ume of sales and servicing of $500,000 or less annually would be exempt as em- 
ployees of retail and service establishments. Under this proposal coverage would, 
on the one hand, be unchanged for small retail and service establishments now 
exempt and would be eliminated for those who are presently covered, because 
they happen to sell a major portion of their goods or service across State lines. 

“On the other hand, the committee proposes that large chain organizations and 
huge department stores should be brought within the scope of the act. By limiting 
through a means of a revised section 13 (a) (2) the increased coverage to chain 
organizations with five or more stores and to nonchains with yearly sales aggregat- 
ing over a half a million dollars, the committee proposes to bring under the act, 


? Hearings before House Committee on Education and Labor on H. R. 2033, 8ist Cong., Ist sess., March 
1, 1949, vol. 1, pp. 26-27 


8 Hearings before the Select Committee on Small Business, United States Senate, 81st Cong., 2d sess., 
Small Business and Procurement, Department of Commerce hearing, June 15, 1950, p. 15. 
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retail and service establishments which are large commercial enterprises, often 
covering the Nation, within the scope of their activities.” 

Our organization would have no objection to the elimination of the requirement 
with respect to more than five establishments and simply make the extension of 
coverage apply to the retail employer whose activity affects commerce and whose 
annual volume of sales is more than $500,000 a year. 

We make this recommendation in order that the proposed amendment may be 
more easily understood by the employees and employers concerned and because it 
would simplify administration of the act. For example, this recommendation 
would eliminate the difficulty in understanding the difference in wording between 
the positive coverage provisions of the bills (see pp. 4 and 5 of H. R. 6656) and 
the exemption provision (p. 6 of the same bill). 

It should be noted that the positive phases of the bill which extend coverage 
(pp. 4 and 5 of the bill) apply in the disjunctive, that is, it applies to every retail 
employer engaged in any activity affecting commerce who has more than 5 retail 
establishments or has 1 or more retail establishments with a total annual volume of 
sales of more than $500,000. 

The exemption in section 13 (a) (2) of the bill, however, is in the conjunctive, 
that is, the minimum wage and overtime provisions, do not apply to any em- 
ployee employed by a retail establishment by an employer not having more than 
5 such establishments and having a total annual volume of sales of not more 
than $500,000; (p. 6 of the bill). The reason why the exemption is in the con- 
junctive and not in the disjunctive is that if it were in the disjunctive, an em- 
ployee in a retail establishment which did more than $500,000 worth of business 
would still be exempt, because the exemption would then apply to any employee 
in a retail establishment by an employer having more than five such establish- 
ments, regardless of the annual volume of sales. Therefore, it is necessary to 
state the positive aspects of coverage in the disjunctive and the exemption in the 
conjunctive. 

oweven, these difficult concepts would be eliminated by our recommendation. 


II, AFFECTING COMMERCE 


The bills do not extend coverage to every employer who is engaged in any activ- 
ity affecting commerce. In addition to the present provision on coverage for 
every employee who is engaged in commerce or in the production of goods for 
commerce (lines 5-7, p. 4 of the bills) it would only extend coverage to all em- 
ployes of every retail employer who is engaged in any activity affecting commerce 
and who has retail establishments of the classes set forth in the bills. 

This is covered by the following language (lines 7-13, p. 4) of the bills: 

“and to every employer who is engaged in any activity affecting commerce and 
who has more than five retail establishments or has one or more retail establish- 
ments with a total annual volume of sales of more than $500,000 shall pay to each 
of his employees employed in or about or in connection with any enterprise where 
he is so engaged, wages at the following rates:’’. 

It should be noted in the above language that there are two requirements for 
coverage of a retail employer: 

1. The retail employer must be engaged in any activity affecting commerce 
as defined in section 3 (b) (lines 4-11, p. 3 of the bills). 

2. The retail employer must have more than 5 retail establishments or have 
1 or more establishments with a total annual volume of sales of more than 
$500,000. 

The first requirement with respect to affecting commerce is necessary in order 
to cover the retail employers of the classes set forth in the second requirement. 
In this connection we point to an exchange which took place in 1946 on the floor 
of the Senate between Senator Hatch of New Mexico, and Senator Pepper, of 
Florida, on a bill to amend the Fair Labor Standards Act of 1938 which would 
have accomplished the same objective as the bills. 

Senator Pepper emphasized that it would be impossible to cover retail estab- 
lishments of the size specified unless some language was inserted in the bill 
relative to retail establishments affecting commerce.*® 

In extending coverage in this direction to all employes of any large retail em- 
ployer whose business activities affect commerce, the Congress would be exercis- 
ing powers which it has already exercised and which have been upheld as con- 
stitutional by the Supreme Court in the National Labor Relations Act. The 


Congressional Record, 79th Cong., 2d sess., vol. 92, pt. 3, March 29, 1946, p. 2819. 
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Supreme Court has often pointed out that the Congress did not go to the limit 
of its own power to regulate commerce in the coverage provisions of the present 
Fair Labor Standards Act. 

The courts in the United States have made many decisions which show that 
coverage under the National Labor Relations Act has been extended to large 
retail establishments because they or their activities affect commerce." 

While the full extent of the commerce clause in relation to affecting commerce 
might possibly extend the jurisdiction of the National Labor Relations Board 
over countless number of small retail enterprises, the National Labor Relations 
Board has consistently exercised reasonable discretion to deline to exercise juris- 
tion over enterprises which are essentially local in character, notwithstanding the 
fact any such retail enterprise or other enterprise may affect commerce within 
the meaning of the act. 

The Board has reasoned with the approval of the courts that in such cases it 
would not effectuate the policies of the National Labor Relations Act to assert 
jurisdiction over these small enterprises.!2 For relatively the same reasons the 
proposed amendments in the bills would limit coverage of the present act to large 
retail enterprises and would provide an exemption for small retail establishments 
in accordance with the original purpose of the act in 1938. 

The reported decisions of the National Labor Relations Board are replete with 
cases involving different segments of the retail industry. It has asserted juris- 
diction over chain stores, department stores, drugstores, furniture stores, clothing 
stores, , hardware stores, electric-appliance stores which are large retail enter- 
prises.! 

Court decisions with respect to the coverage of retail enterprises under the 
National Labor Relations Act show the broad scope and range of activities of 
these establishments." 

In 1950 the National Labor Relations Board decided for purposes of adminis- 
trative policy to assume jurisdiction over all employers, including retail employers, 
whose annual dollar volume of business equaled or exceeded any of the following 
amounts: 

1. Twenty-five thousand dollars in interstate sale of goods or services. 

2. Five hundred thousand dollars in direct interstate purchases. 

3. One million dollars in indirect interstate purchases. 

4. A combined dollar volume in any two or more of the above categories where 
on a percentage basis in relation to the minimum figures for the appropriate 
categories equal at least 100 percent. 

In addition to the foregoing the National Labor Relations Board asserted juris- 
diction over all establishments which were integral parts of multistate enterprises. 

In 1954 the Board changed the 1950 standards over retail stores where the 
total dollar amounts per annum are: 

1. Direct out-of-State purchases exceeds $1 million. 
2. Indirect out-of-State purchases exceeds $2 million. 
3. Direct out-of-State sales exceeds $100,000. 

The Board discontinued the practice of combining purchases and sales categories 
as set forth in item No. 4 in the 1950 standards. Phe Board also determined in 
1954 that it would assert jurisdiction over the store of a multistate chain if the 
particular store or stores met the above three tests or if the entire chain has gross 
annual sales amounting to $10 million or more. The change affected by the 


0 Kirschbaum v. Walling (1942), 62 S. Ct. 1116; United States v. Darby Lumber Co. (1941), 61 8. Ct. 451; 

oland Electric Co. v. Walling (1946), 90 L. E. 383, 391. 

1"! NLRBv. Suburban Lumber Co., 121 F. 2d 829, certiorari denied 62S. Ct. 364; NLRB v. Richter’s Bakery 
140 F, 2d 870, certiorari denied 322 U. 8. 754; NLRB v. Schmidt Raking Co., 122 F. 2d 162; NLRB v. White 
Swan Co., 118 F. 2d 1002, certiorari denied 62 8. Ct. 98; NLRRv. M. E. Blatt Co., 143 F. 2d 268, certiorari 
denied 323 U. 8.774; NLRB v. Woolworth Co., 121 F. 2d 658; J. L. Brandeis & Sons v. NLRB, 142 F. 2d 977, 
certiorari denied 323, U. 8. 751. 

13 NLRB vy. Denver Building Trade Cowncil (1951) 341 U. 8. 675. 

13 See sec. 65.77 of Labor Relations Cumulative Digest and Index, Labor Relations Reference Manual 
First National Stores, Inc. (1940) 26 NLRB 1275; Atlantic & Pacific Tea Company (1943) 53 NLRB 360; 
Pigoly Wigoly of San Diego, Inc. (1945) 60 NLRB 47. 

n the department store field: NLRB v. J. L. Hudson Co., supra; May Department Stores, Inc. (1942) 
39 N LRB 471; J. L. Brandeis & Sons v. NLRB, (1944) 142 F. 2d 677, certiorari denied 89 L. E. 601, rehearing 
denied 89 L. E. 648. In the drugstore field, for example: Walgreen Co. (1939) 15 NLRB 980. Furniture 
stores: Epp Furniture Co. (1949) 86 NLRB 120. Clothing stores: King Brooks, Inc. (1949) 84 NLRB 652, 
Hardware stores: Tyner-Petrus Co. (1949) 81 NLRB 380. Shoestores: A. S. Beck Shoe Corp. (1942) 41 NLRB 
1043, Retail wey Hs stores: Grinnell Bros. (1948) 80 NLRB 1232. 

“ NLRB vy. J. L. Hi Co. (1943) 135 F. 2d 380, certiorari denied 88 L. E. 439; NLRB v. M. E. Blatt 
Co. (1944) 143 F. 2d 268, certiorari denied 89 L. E. 619; NLRB v. McGough Bakeries Corp. (1946) 153 F. 2d 
420; NI_RB v. Local No. Fi United Brotherhood of Carpenters (1950) 181 F. 2d 126, affirmed (1951) 95 L. E. 
1309; NLRB v. Suburban Lumber Co. (1941) 121 F’. 2d 829, certiorari denied 86 L. E. 554; Collins Baking Co. 
v. NLRB (1951) 193 F. 2d 483. 
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1954 standards naturally reduced the area in which the National Labor Relations 
Board will exercise jurisdiction. 

It should be noted that the definition of “affecting commerce’’ as set forth by 
the courts and the NLRB includes consideration of many criteria such as direct 
or indirect purchases of merchandise from outside the State, out-of-State sales, 
or a combination of out-of-State sales and out-of-State purchases, or the mainte- 
nance and operation of warehouses, storage plants, purchasing agencies, and the 
like outside the State. 

These are the criteria which would be used in determining whether a retail 
employer would come within the first requirement of affecting commerce as set 
forth in the bills. 

III. SECTION B (A) (2) 


Technically speaking, the bills as written remove service establishments as 
well as the retail establishments from the exemption. However, it is our intent 
that the bills only apply to retail establishments. It is our expectation that the 
decision as to whether or not your committee will recommend the elimination of 
the present exemption and provide some other basis of coverage for service 
establishments than is now provided under the present act is a matter to be 
dealt with by the committee. 

However, employees who perform service functions such as selling food, light 
lunches and the like within a strictly retail merchandise establishment such as a 
large drugstore or large department store would be covered in the same way 
that employees performing similar functions in manufacturing plants are covered 
under the present act. 

As the law now stands, employees who work in a cafeteria which is owned and 
operated by a manufacturing concern ' are covered. It is not our intention to 
deal with the situation as it affects the service establishments and the employees 
thereof. We think that this is a matter which should be considered and de- 
termined by the committee. Our position would have been clearer had I included 
in my statement before your subcommittee a statement which I had made to the 
Senate Committee on Labor and Public Welfare on an identical bill several 
months ago. In my statement to the Senate committee, I said: 

‘Outside our jurisdiction are such retail service industries as shoe repair shops, 
laundries, dry cleaners, restaurants, cafes, hotels, beauty shops, barber shops, 
communication services and others. The problems of these services, which differ 
from those of the large retailing industries, will be covered in the statements of 
the unions concerned.’’, 

In other words, our organization believes that the problem of coverage and 
exemption for retail service establishments should be considered by your com- 
mittee in connection with separate legislation. 

Naturally our organization favors the extension of coverage to as many indus- 
tries as possible, including the extension of coverage to service establishments. 
That is also the position of the AFL-CIO. However, the minimum wage and hour 
problems of service establishments is outside the jurisdiction of our organization 
and within the jurisdiction of other labor unions. Therefore, we do not wish to 
make any recommendation with respect to extension of coverage to service 
establishments. But, as we suggest above, this should be done by the particular 
service establishment unions concerned after hearings and in separate legislation. 

As I pointed out in my testimony before your subcommittee (p. 55 of this 
hearing): 

“Of course, our records show we have supported extension generally. But we are 
not so presumptuous—as to try to include—other industries that we are not 
directly connected with. 

“The thing we are interested in, is to bring large retailing under the act. And 
I say again, that we will be happy to sit down and talk about any of these changes 
that should be made in this bill to accomplish what we want to accomplish, which 
is to bring larger retailing under the act.” 

Respectfully submitted. 








15 Two of the five Board members have challenged the reduction of the standards in 1954 from the 1950 
level. There is a serious question as to whether the Board majority may have abused its discretion in 
curtailing its jurisdiction. 

See the dissenting oninion of Board members Murdock and Peterson in Breeding Transfer Co., 110 NLRB 
No. 64, and Hogue & Knott Supermarkets, 110 NLRB No. 68; irrespective of the 1950 and 1954 standards, the 
coverage under the bills would be much more limited. 

16 See for example Hawkins v. E. I. du Pont de Nemours & Company, Inc., (1951) 92 F. (2d) 294, Basik v. 
General Motors Corp., (1945) 311 Mich. 705, 19 N. W. (2d) 142 affirming Mich. Cire. Ct., Wayne County, 
April 7, 1944. 
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FAIR LABOR STANDARDS ACT 


LAW OFFICES 
Coss & WEIssBRODT 


Wasnineton, D. C., August 4, 1956. 
Hon. Grauam A. BARDEN, 
Chairman, Committee on Education and Labor, 
House of Representatives, Washington, D. C. 


Dear ConcRESSMAN BARDEN: The attached supplementary statement on 
behalf of the Retail, Wholesale and Department Store Union, AFL-CIO, is 
submitted herewith for inclusion in the record of the hearing held on July 19 and 
20, 1956, before the special subcommittee of the Committee on Education and 
Labor on proposals for extending the coverage of the Fair Labor Standards Act of 
1938, as amended, 

Sincerely yours, 
KENNETH A. MEIKLEJOHBN, 
Legislative Representative, Retail, Wholesale and Department Store Union, 
AFL-CIO 


(Supplementary statement referred to follows:) 


SupPLEMENTARY STATEMENT OF RETAIL, WHOLESALE AND DEPARTMENT STORE 
Union, AFL-CIO 


On July 19 and 20, 1956, a special subcommittee of the House Committee on 
Education and Labor, under the chairmanship of Congressman Graham A. 
Barden, of North Carolina, held hearings for the purpose of receiving testimony 
and evidence on the question of whether the Fair Labor Standards Act of 1938, 
as amended, should be amended to make it apply to retail workers. Mr. James 
Suffridge, president, and other representatives of the Retail Clerks International 
Association, AFL-CIO, submitted written and verbal testimony favoring such 
amendments. 

The Retail, Wholesale and Department Store Union, AFL-CIO, were not 
asked to appear before the special subcommittee, but at the conclusion of the 
hearings on July 20, 1956, the chairman of the subcommittee agreed to receive 
for inclusion in the record of the hearing a written statement on behalf of Max 
Greenberg, president, Retail, Wholesale and Department Store Union, AFL-CIO, 
in support of extending the scope of the Fair Labor Standards Act to apply to 
employees of retail and service establishments. 

The chairman has allowed interested persons a period of 15 days in which to 
submit additional written statements and supplementary data. This additional 
statement, including supplementary data, is submitted on behalf of the Retail, 
Wholesale and Department Store Union, AFL-CIO, pursuant to this authorization. 

The changes that the Retail, Wholesale and Department Store Union, AFL- 
CIO, believes should be made in the Fair Labor Standards Act of 1938, as amended, 
were outlined in the statement heretofore submitted to the subcommittee. 
These changes would make the act apply to the employees of large chain and 
department stores, supermarkets, variety stores, and the like, who now are either 
not covered by or are exempt from the act. 

The Fair Labor Standards Act was enacted by Congress and approved by 
President Franklin D. Roosevelt on June 5, 1938, more than 18 years ago. From 
the very beginning retail workers were excluded from the benefits and safeguards 
provided for in the act by virtue of the fact that coverage was limited to employees 
who are “engaged in commerce or in the production of goods for commerce,”’ 
and by virtue of the further fact that specific exemptions were written into the 
law providing that the minimum wage and overtime provisions should not apply 
to “any employee employed in a * * * local retailing capacity” or to any em- 
ployee ‘engaged in any retail or service establishment the greater part of whose 
selling or servicing is in intrastate commerce’ (Public Law No. 718, 75th Cong., 
ch. 676, 3d sess., sees. 13 (a) (1) and 13 (a) (2)). 

Efforts to amend the Fair Labor Standards Act by broadening its coverage 
and eliminating or narrowing the exemptions in it that were applicable to retail 
workers so as to make the act apply to employees of chain and large independent 
retail and service establishments were undertaken 10 years ago, in 1946, and 
again 7 years ago, in 1949, when the first major amendments to the act, raising 
the minimum wage from 40 to 75 cents an hour, were enacted. These efforts 
were not, however, successful. 
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Throughout the entire 18-year period since the Fair Labor Standards Act 
established a floor under wages and a ceiling over hours as Federal standards of 
employment in industries engaged in commerce or in the production of goods for 
commerce, the employees of retail and service establishments have been denied 
the protection of these standards. Indeed, part of the price exacted for the 
raising of the minimum wage to 75 cents an hour in 1949 were a further tightening 
of coverage restrictions (through a redefinition of the term “produced”’ as used 
in the act), a broadening of the retail and service establishment exemption con- 
tained in section 13 (a) (2) of the act, and the addition of 2 new exemptions 
applicable to retail and service establishments that make or process the goods 
that they sell and to employees of such establishments engaged in handling 
telegraphic messages under an agency or contract arrangement with the Western 
Union Telegraph Co. 

In studying the question whether the Fair Labor Standards Act should be 
amended to apply to retail workers, and it so to what groups of retail workers, the 
special subcommittee will find a great deal of valuable information and analysis 
contained in the staff report to the Subcommittee on Labor of the Committee on 
Labor and Public Welfare, United States Senate, on retail establishments and the 
Fair Labor Standards Act. This report was prepared by Dr. Fred H. Blum, social 
science program, University of Minnesota. Much of the factual data in this 
supplementary statement are based on material compiled from Dr. Blum’s 
valuable report. 

Today, fewer than 250,000 employees, or only about 3 percent of the total 
number of 7,600,000 workers employed in retail trade, are protected by the 
minimum wage and overtime compensation provisions of the Fair Labor Standards 
Act of 1938, as amended. Approximately 9 percent of retail employees are not 
protected because the characteristics of their employment places them in the 
category of executive, administrative, or professional employees who are exempt 
under section 13 (a) (1) of the act. The great majority of the remaining 88 percent 
of retail workers, however, are denied the protection of the act without any moral, 
economic, or legal justification. 

Thus, retailing remains, even though the Fair Labor Standards Act has been on 
the statute books for 18 years, one of the major fields in which the overwhelming 
majority of the employees are not protected by the act. 

Whatever may have been the economic or political justification that impelled 
Congress 18 years ago to exclude retail employees, and some other substantial 
groups of employees, particularly in agriculture, the handling, packaging, and 
processing of agricultural products and the service industries, from the protection 
of the Fair Labor Standards Act, it is difficult to see at the present time why any 
groups of employees in economic enterprises whose activities affect the production, 
movement, and distribution of goods in interstate commerce, should continue 
to be excluded from the act. 

It is hardly necessary to dwell at any great length on the differences that exist 
between the economy of America as it was 18 years ago, when the Fair Labor 
Standards Act was first enacted, and as it is today. But a few salient facts can 
be mentioned to underscore the point that our Nation is at present enjoying an 
a period of prosperity and expanding economic activity and oppor- 
tunity. hus: 

(1) The gross national product rose $1,700 million in the first quarter of 
1956, to a record high of almost $400 billion; 

(2) The number of gainfully employed is currently in exeess of 64 million 

ersons; 

5 (3) Disposable income reached a level of $264 billion in 1955; 

(4) Corporate profits, after taxes, totaled approximately $22 billion in 
1955, or almost $5 billion more than in 1955; 

(5) Business confidence has been shown by the announcement of plans 
to spend nearly $35 billion on new plants and equipment in 1956. 

Against the background of such astronomical statistics it is almost inconceivable 
that serious arguments should be made against the proposition that retail workers 
should be required to be paid at least $1 an hour, or $40 for a standard workweek, 
or $2,000 for a year of 50 weeks of 40 hours, in accordance with the minimum wage 
standard prescribed in the Fair Labor Standards Act. Yet on the one hand, 
such arguments are made, and, on the other hand, the fact of the matter is that 
retail workers have not been able to keep pace with the rise that has taken place 
in the earning power of other workers. In consequence, the economic position 
of retail workers relative to that of other workin tab steadily deteriorated. 

Average hourly earnings for nonsupervisory employees in retail trade as a 
whole were 54 cents in 1939 ($1.05 in terms of 1954 prices), as compared with 
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average hourly earnings for nonsupervisory employees in manufacturing of 63 
cents ($1.22 in terms of 1954 prices). By 1954 average hourly earnings in manu- 
facturing had risen to $1.81, while average hourly earnings in retail trade increased 
only to $1.45. The differential in favor of manufacturing, which was 17 cents an 
hour in 1939, was 36 cents in 1954. While average hourly earnings in manu- 
facturing increased 59 cents an hour during the period from 1939 to 1954, average 
hourly earnings in retail trade rose only 40 cents an hour. 

The contrast is even more striking in the case of such segments of the retail 
industry as general merchandise stores and department stores and mail-order 
houses. Average hourly earnings in general merchandise stores were 85 cents in 
1947 and $1.15 in 1954; in department stores and mail-order houses they amounted 
to 93 cents and $1.29, respectively. Average hourly earnings in these 2 important 
branches of the retail industry were in 1954, 66 and 52 cents less, respectively, 
than average hourly earnings in manufacturing in that year. 

If we look at weekly, rather than at hourly, earnings, the story is the same. 
In 1939 the average employee in retail trade earned $23.14 per week ($44.76 in 
terms of 1954 prices), while the average employee in manufacturing earned $23.86 
per week ($46.15 in terms of 1954 prices). By 1954 average weekly earnings in 
retail trade, which were very close to those in manufacturing in 1939, increased 
to $56.84, while average weekly earnings in manufacturing rose to $71.86. The 
1939 differential in favor of manufacturing was $1.39; by 1954 it had increased 
to $15.02. While average weekly earnings in manufacturing increased during 
the period from 1939 to 1954 by $25.71, average weekly earnings in retail trade 
rose only by $12.08. 

Similarly, the average full-time retail employee earns less at his job each year 
than the worker in any other major industry covered by the Fair Labor Standards 
Act. His annual earnings rose from $1,224 in 1939 to $3,092 in 1953. In 1953 
average annual earnings were $4,051 in manufacturing, $4,244 in construction, 
$4,364 in mining, and $4,465 in wholesale trade. Only in agriculture, forestry, 
and fisheries and in the service industries, which are the principal fields, besides 
retailing, that are mainly outside the scope of the act, were average annual earn- 
ings lower in 1953 than they were in retailing. Even in these fields, furthermore, 
average annual earnings in that year did not compare unfavorably with some 
branches of retailing. Thus annual earnings in the service industries were $2,650, 
while annual earnings in department stores and in dry-goods stores were $2,613 
and $2,166, respectively. nnual earnings in agriculture, forestry, and fisheries 
were $1,653, while annual earnings in limited-price variety stores were $1,625. 

In analyzing the significance of the foregoing comparisons it must be kept in 
mind that most of the earnings data that have been presented are for retail as a 
whole. In these data the much lower earnings in various large and economically 
important branches of retail trade are submerged. Among these branches are 
the variety stores, where average hourly earnings were only 91 cents an hour in 
1954; general merchandise stores, where average hourly earnings were $1.15 in 
1954; L ante and proprietary stores, where average hourly earnings were $1.23 in 
1954; department stores, where average hourly earnings were $1.29 in 1954; and 
apparel and accessories stores, where average hourly earnings were $1.31 in 1954. 

he higher earnings figures for retail trade as a whole are the result of the higher 
earnings received in such branches as gasoline service stations ($1.47), furniture 
and furnishings stores ($1.51), lumber, building and hardware dealers ($1.56), 
food and liquor stores ($1.58), and automotive and accessories dealers ($1.68). 

It should also be pointed out that it is principally in the group of retail in- 
dustries in which average hourly earnings in 1954 were below the average for the 
retail industry as a whole, namely, the variety stores, general merchandise stores, 
and department stores, that the giant retail corporations whose names are house- 
hold words toda predominate. This should explode the notion that amending 
the Fair Labor Standards Act to make it apply to retail workers will affect pri- 
marily the small family-type retail establishment. There is attached to this 
statement an excerpt on this subject, based on personal knowledge and experience, 
from the testimony of Mr. Max Greenberg, president, Retail, Wholesale, and 
Department Store Union, AFL-CIO, before the Subcommittee on Labor of the 
Senate Committee on Labor and Public Welfare, May 9, 1956. 

The typical merchandise which today is sold in department stores and mail- 
order houses includes such items as men’s, women’s, and infants’ apparel and 
furnishings, housewares, china, luggage and leather goods, furniture, mattresses, 
beds, rugs, household appliances, radios, phonographs, television sets, and so 
forth. In 1954 the total volume of business in these items was $28,750 million. 
Department store and mail-order sales accounted for $11,500 million or 40 percent 
of this business. 
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Of this $11,500 million in sales, 12 department stores and mail-order houses 
accounted for nearly $8 billion, or better than two-thirds. These 12 department 
stores and mail-order houses, and their total sales in 1954, were the following: 


Sales 
Gaara: Rote We 0 i ah ea ea ci Ree $2, 965, 000, 000 
J, ©: Poaey 0.2 ea ea omar Ee hs 1, 107, 000, 000 
Nipeineeiery Gree fed Sou. bo peo eseeeeesi es 887, 000, 000 
en eee a he Seu Sie Ss 2 Sous eek ie 544, 000, 000 
Federated Department Stores___............--...---------- 500, 000, 000 
Mar Denextment Stores.2.- 2. ok ele 444, 000, 000 
iis ae ee rk ec Se es iu os. 370, 000, 000 
Cee ores B22? Sh Jui ou. ae Stab. atu. leds 290, 000, 000 
CAteor eens: RES Zo SO ea Os SU eases 241, 000, 000 
eee a ee SS See ean ive is Gee ehh wee 206, 000, 000 
Associated Dry’ Goods Weotetn oie oo GE ASU Se Ek Sak 154, 000, 000 
ens Ol Gy BUR ol es, OE 1 debe Ok 129, 000, 000 
Bee et CO Seb rs ik RE os SS SSE ee ee. 91, 000, 000 


Similar examples of the way in which other fields of retail are dominated by the 
giant corporation, rather than by the small local store about which so much is 
heard when proposals are made to bring retailing under the provisions of the 
Fair Labor Standards Act, can also be cited. In the limited-price variety field, 
there are, for example, the F. W. Woolworth Co., which operates 1,850 stores 
in 48 States, and the J. J. Newberry Co., which operates 478 stores in 44 States. 
These firms employ over 95,000 and 30,000 employees, respectively, in their 
farflung interstate operations. 

In the food industry, in which average hourly earnings are slightly bigher than 
the average for the retail industry as a whole, but in which they are substantially 
lower than the average in manufacturing ($1.58, as compared with $1.81 in 
1954), Safeway Stores operates 1,854 stores in 24 States and the District of 
Columbia. This firm employes more than 50,000 employees. Its annual sales 
in 1954 were in the neighborhood of $1,500 million. 

In the apparel and apparel accessories field, the Lerner Store Corp: operates 
224 stores in 40 States and the District of Columbia. Its employment totals 
10,000, and its annual sales are in the amount of about $150 million. 

Chains predominate, too, in the drug field. A typical example is the Walgreen 
Co., which operates 387 stores in 38 States. Its employment totals more than 
16,500, and its annual sales are in the vicnity of $200 million. 

These giant chain and independent enterprises have shared fairly and fully in 
the general prosperity our economy has been experiencing. 

In April 1956, the National City Bank of New York published a study in which 
it analyzed the net income of 3,400 of the largest business companies in the 
United States in such fields as manufacturing, mining, railroads, utilities, com- 
mercial banking, insurance, ete. Included among the enterprises studied which, 
as can be seen, represent a genuine corss section of the American economy, were 
companies operating chainstores in the food and variety fields and department 
and specialty stores and mail-order houses. 

One of the most important aspects of the study by the National City Bank is an 
analysis of profits as a percentage of net worth. For the year 1955, the 3,400 
companies with net assets on the books of $153 billion, had a percentage return on 
such assets of 12 percent. Among the retail enterprises included in the study, 
chains in the food field had a return on net assets in 1955 of 13.4 percent (higher 
by 1.4 percentage points than the general average for all companies) chains in the 
variety field had a return on net assets in 1955 of 10.6 percent (only 1.4 percentage 
points below the general average), department and specialty stores had a return on 
net assets in 1955 of 10.6 percent (also only 1.4 percentage points below the general 
average), and mail-order houses had a return on net assets in 1955 of 12.3 percent 
(0.3 percentage points above the general average). 

These figures clearly indicate the capacity of the retail industry to pay a mini- 
mum wage of $1 an hour to the employees who are engaged in it. The industries 
with which the profitability of the retail industry has been compared are for the 
most part industries in which the Fair Labor Standards Act already prescribes such 
a minimum. If these industries have been able to pay such a minimum and still 
maintain the high rate of profitability which the data presented above shows there 
is no reason why the retail industry cannot do likewise. 

What is it, after all, that the retail industry would be asked to do if it was 
required to adjust to a $1 an hour minimum wage for its employees? The staff 
report prepared for the Subcommittee on Labor of the Senate Committee on Labor 
and Publie Welfare contains an estimate of what the impact of a $1 might be 
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expected to be. This report reaches the conclusion that the maximum conceivable 
adjustment that might have to be made in the price of goods sold at retail, assum- 
ing the total increase in the industry’s wage bill were passed on to consumers in 
the form of price increases, would amount to less than one-half of one percent. 
The report points out (pp. 172-173): 

“Without attempting to predict the actual scope of adjustment necessary, 
which depends upon a variety of factors, it is useful to indicate the maximum 
direct possible adjustment that the industry may have to make under certain 
hypothetical conditions, assuming the $1 minimum wage is applied to the industry 
as a whole. Under these extreme assumptions the maximum conceivable adjust- 
ment is estimated to amount to an increase in the price of retail goods of less 
than one-half of 1 percent. 

‘‘A crucial factor in these computations is the ratio of payroll to sales, a ratio 
which averages about 10 percent for retail trade asa whole. Whereas from a static 
point of view the ratio of payroll to value added is most important, from a dy- 
namic point of view the ratio of payroll to sales is decisive. 

“Tt must be pointed out, that the conclusions just presented are based on 
averages for the industry as a whole. From the preceding discussion it follows 
that the impact on specific branches would vary considerably.” 

It is hardly necessary to point out that the assumptions on which the estimate 
of an impact of less than one-half of 1 percent as likely to result from applying 
the Fair Labor Standards Act to the retail industry is based are extreme assump- 
tions. The estimate is thus a maximum estimate of the impact of bringing 
employees in the retail industry within the scope of the $1 am hour minimum wage 
and other safeguards provided for in the act. 

If all the retail industry is going to have to adjust to, as a result of applying 
the Fair Labor Standards Act to its employees, is an increase in costs which, if 
translated directly into an increase in the prices of the goods the industry sells, 
would raise these prices less than one-half of 1 percent, what justification can 
there be for delaying any longer the amendments of the act that the retail em- 
ployees have been seeking for so long? Such amendments should be the first 
order of business of the Congress when it next reconvenes. 


(Attachment) 


Excerpts From Testimony oF Max GREENBERG, PRESIDENT RETAIL, WHOLE- 
SALE AND DEPARTMENT StToRE Union, AFL-CIO 


«“* * * The opponents of extension have been shedding crocodile tears about the 
effect of the extension of coverage on the typical family store. I would like to 
deal with that question, Mr. Chairman. 

“The truth of the matter is that the extension of coverage to the retail industry 
would be an act in defense of the interests of the small retailer. 

“Let me tell you about the small retailers, because I personally know the small 
store owner and I know his problems. I worked for a small retail store. I worked 
for a small retail store all my life before I was elected to office. Since then I have 
for the last 17 years negotiated contracts primarily with small-business men who 
employ one, two, three, and four people, so I am completely familiar with all their 
problems and all their needs. 

“The extension of coverage in most instances does not even affect the small 
retailer because the small retailer can only remain in business by giving individ- 
ualized personal service. This requires the highest type of competent retail 
personnel, and for this he pays good wages. Our big problem with the small re- 
tailer is not to get him to pay the minimum wage. It is to get him the kind of 
competent help which he needs to build his business, which he needs to ring his 
register, and which he needs to build good will for him. That he cannot do by 
paying less than the minimum wage. 

“‘We have no concern with that in the small store. In the small store the oppo- 
site is true. Our inability to find the kind of help which helps build his business 
sometimes creates a problem. 

“In a small store the retail employee is a salesman, a salesman of fine ability, 
and the business of the store depends upon his sales ability. In the large retail 
operations the sale of merchandise is essentially promoted through advertising, 
display, and order taking. The kind of help needed to do the business in the 
small stores comes high, and the employers know it, and they are paying for it. 

* * * * * * * * 


“Let me also tell you the biggest problem our union has all over the country 
in negotiating agreements with the so-called small retailers. The main argument 
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against giving us more money for our people is the unfair wage competition of 
the larger stores. That has been their constant argument * * * 
* * * * * * * 


“The fight to prevent the extension of coverage to the retail industry, in my 
judgment, is being carried by the chambers of commerce who represent the 
giants of the industry. They don’t give a hang about the small retailer. They 
are simply using the small store owners as a cloak to mask their own determination 
to perpetuate low wages, while reaping large profits. 

“If you want to help the small retailer who cannot compete against the giants 
in buying merchandise, in advertising, and in distributing, help them by forcing 
the big firms to pay at least a minimum wage. 

“T firmly believe the retail clerks who are presently below $1 an hour are es- 
sentially employed by the large corporations, and not in any degree by the small 
retailer. The small retailer ean’t live with inexperienced help. That is all he 
could obtain if he paid less than $1 an hour.” 


CURRIES, 
Mason City, Iowa, August 1, 1956. 
Chairman GRAHAM BaRDEN, 
House Education and Labor Committee, 
House of Representatives, Washington, D. C. 


Dear Srr: I understand there is a proposal before your committee to put any 
retail establishment which has a volume in excess of $500,000, under the Federal 
minimum wage control. There have been some years when our company has 
had volumes in excess of this but I do not feel that we are classified as “big 
business.’ 

There are some parts of that law that would make it difficult for us to comply 
with without posing undue hardship. As far as actual compensation, we have 
no one at this time who is receiving wages less than that prescribed by this law. 
The nature of the retail hardware business is such that our store has to be open 
much more than 40 hours a week and we feel that it is necessary to have trained 
personnel here at all times to discuss problems with contractors, painters, and 
even the average homeowner, regarding their hardware needs. It is not similar 
to a variety or 10-cent store where any person can work behind a counter. 

We have staggered hours so that our employees, at the most, only work a 
little over 40 hours per week, on an average, but if it was necessary to hire several 
additional employees I feel that it would not be fair to us. I realize that perhaps 
a figure would have to be drawn somewhere, but as an independent retailer I do 
not feel that it is fair to us. Most of your retail business today which is in that 
volume has enough stores that they already fit in this category. I hope your 
committee does not see fit to adopt this proposal. 

Yours truly, 
R. L. Currie. 


AMERICAN FEDERATION OF LABOR AND 
CoNGRESS OF INDUSTRIAL ORGANIZATIONS, 
Washington, D. C., August 2, 1956. 
Hon. GranaM A. BARDEN, 
Chairman, House Committee on Education and Labor, 
House of Representatives, Washington, D. C 


DEAR CoNGRESSMAN BARDEN: We are submitting herewith a statement by Mr. 
Stanley H. Ruttenberg, director of research of the American Federation of Labor 
and Congress of Industrial Organizations. 

This statement outlines the recommendations of the AFL-CIO for amendments 
to the Fair Labor Standards Act for the purpose of extending the coverage of the 
act to workers now denied its protection. e would appreciate it if you would 
include this statement in the record of the hearing recently held on this subject. 

As you know, the AFL-CIO strongly favors modification of the Fair Labor 
Standards Act at the earliest possible date in order to broaden its coverage. 
Therefore, we will be ready to testify on this issue at any time hearings are con- 
ducted for the purpose of giving this matter serious consideration. 

Sincerely yours, 
; W. C. Husarne, 
Codirector, Legislative Department. 
Rosert OLIVER, 
Codirector, Legislative Department. 
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(Statement referred to follows:) 


STATEMENT BY StanteY H. Rurrenserc, Director oF ResEARcH, AMERICAN 
FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS 


My name is Stanely H. Ruttenberg. I am director of research of the Ameri- 
can Federation of Labor and Congress of Industrial Organizations. I am also 
chairman of the committee on fair labor standards of the AFL-CIO which is con- 
cerned with some of the technical problems involved in minimum-wage legislation, 

It is my purpose to submit to the members of this committee the specific rec- 
ommendations of the AFL-CIO for amendments to the Fair Labor Standards 
Act for the purpose of extending the coverage of the act to workers now denied 
its protection. 

he exemptions written into the FLSA not only represent the height of injustice, 
but they constitute such a complicated hodgepodge that often even the experts 
cannot draw an accurate line between exempt and covered workers. 

In fact, interpretation of the exemptions is so difficult that the Labor Depart- 
ment is unable to determine with even minimum statistical accuracy whether 
the proportion of covered workers has increased, decreased, or remained the 
same since the FLSA was first enacted in 1938. Available figures would seem to 
indicate that there has probably been some falling off in the proportion of covered 
workers, but nobody knows just how sizable this decrease has been. 

The most recent official estimate of coverage of the FLSA was made by the 
Department of Labor for September 1953. t that time, the Labor Depart- 
ment found that of 45 million workers who could be covered by the act, some 20 
million, or 45 percent, were excluded from coverage.! 

Appendix table 1 (p. 104), shows the most recent Labor Department estimate of 
coverage and noncoverage for various industries under the FLSA. It will be seen 
that the 20 million wage and salary workers not covered by the act are in 2 
separate categories. About 13% million workers are denied the act’s protection 
because under the narrow interpretation of ‘‘interstate commerce” in the FLSA, 
they are considered to be “not directly engaged in interstate commerce or in the 
production of goods for commerce’”’ and therefore not covered. 

In addition, 6% million workers are engaged in occupations which meet the 
FLSA definition of “‘interstate commerce,’ but are denied the act’s protection 
because they are included in the following specifically exempted groups: 


I iii Oi i hi tit nen e en cba wed a neni dnintns 3, 032, 000 
Employed by exempt retail trade or retail service establishments____ 1, 360, 000 
CN ON ire oi dint Sie eis ail Wk Lib ye hin mes wel wo 1, 203, 000 
Engaged in handling or processing agricultural commodities in the 

Ee en ick a ih Ee isin diwib dius con onion 233, 000 
Employed in laundries or cleaning and dyeing plants_..........---- 132, 000 
NN etsi celica, ker ae I tenn iew 117, 000 
Employed in small logging operations having 12 or fewer logging em- 

GS rs: atic ciel ial tek weal eniaeehelh r0r A ete ein meni ews 110, 000 
Engaged in fishing or in canning, processing, or distributing fishery 

NU i i i a i ai idhiad maddie ademas en = 61, 000 
Switchboard operators of small telephone exchanges-_-_.-..-..------ 43, 000 
Employed by small newspaper concerns_____.......--.------------ 32, 000 
Employed by local transit companies__.._..........-------.------ 32, 000 
Employed in a local retailing capacity by manufacturers or whole- 

I i aici a ae ita we a der 10, 000 
‘RIE iia 6 aaah bint kn Sots adic bs hoa oe ke nese 4, 000 


Table 1 (p. 104), shows that of the 20 million workers who are not protected by 
the act, approximately one-third are in retail trade. Another third are about 
equally divided between service occupations and the agriculture, forestry and 
fishing group. The remaining third are employed in a wide variety of industries 
and occupations. 


1 Proprietors, self-employed persons, and unpaid family labor totaling approximately 12 million persons; 
6 million government employees; and 4 million executive, administrative, and professionalemployeesare 
excluded. Personne] of the Armed Forces are also excluded. 
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1949 AMENDMENTS AFFECTING COVERAGE 


When the act was amended in 1949, a large number of workers previously 
covered were removed from the protection of the law. This was accomplished 
in two ways: 

1. The basic scope of the act was narrowed by the insertion of a more restricted 
definition of “interstate commerce’”’ in the act. 

The Fair Labor Standards Act both as originally enacted in 1938 and as amended 
in 1949 covers employees who are ‘“‘engaged in commerce or in the production of 
goods for commerce”’ (secs. 6 (a) and 7 (a)). However, the definition of ‘‘pro- 
duction”? was narrowed in the 1949 amendments. In the original act, ‘‘produc- 
tion’? was defined to include not only production of goods itself, but also ‘‘any 
process or occupation necessary to the production thereof’’ (sec. 3 (j)). In the 
1949 amendments, the definition of ‘‘production’’ was changed so as to include 
only production of goods and “‘any closely related process or occupation directly 
essential to the production thereof’ (sec. 3 (j)). 

2. A large number of workers were removed from the act’s protection by the 
introduction of 6 new specific exemptions and enlarging of 4 exemptions which 
were already in the law. In fact, only one exemption was curtailed in 1949. 
As a result of amendments with regard to specific exemptions, workers in all or 
part of the following industries lost the act’s protection in 1949: retail and service, 
laundry and dry cleaning, irrigation, newspaper, telephone, taxicab, telegraph, 
and logging. 

GENERAL COVERACE 


As originally enacted in 1938, the FLSA covered any employee “engaged in 
commerce or in the production of goods for commerce.’ This formulation has 
remained unchanged, but in 1949, as previously stated, the definition of ‘“‘produc- 
tion of goods for commerce’’ was narrowed so that workers in various occupations 
previously covered are now exempt from the law’s protection because the particular 
processes they are engaged in are not considered to be ‘“‘directly essential’ to the 
production of goods for commerce. 

This represented a backward step. Moreover, the removal of these workers from 
the protection of the law is totally inconsistent with the increasing complexity of 
our economy which has had the effect of increasingly involving large sectors of our 
economy in the basie processes of interstate commerce themselves or in a type of 
competition which is clearly in the interstate market. 

A return to the original concept of “interstate commerce’’ for purposes of deter- 
mining coverage under the law is thus certainly warranted by the economic facts 
of our present-day economy. It is also, of course, entirely justified by the desir- 
ability of assuring minimum wage protection to large numbers of workers now 
exempt from the law by reason only of the narrow definition of “interstate com- 
merce.” 

There is another aspect of this question which deserves careful consideration. 
Under the FLSA, the test of coverage is the activity of the employee, not the busi- 
ness of the employer. Thus section 6 provides that every employer “shall pay to 
each of his employees who is engaged in commerce or in the production of goods 
for commerce”’ the statutory minimum wage. 

We can sce no reason for basing coverage on what happens to be the particular 
activity of a particular employee at a given time. Regardless of the employee’s 
particular assignment of the moment, the test should be not whether he is engaged 
in interstate commerce or production for interstate commerce, but the extent to 
which the business of his employer is related to interstate commerce. 

This is the test in other legislation. For example, under the Taft-Hartley 
Act, coverage extends to any “industry affecting commerce.’’ The act defines 
an industry affecting commerce as ‘‘any industry or activity in commerce or in 
which a labor dispute would burden or obstruct commerce or tend to burden 
or obstruct commerce or the free flow of commerce’’ (sees..2 (7) and 501 (1)). 

The present formula in the FLSA under which basic coverage is determined by 
the activities of each individual employee produces considerable confusion and 
injustice. Frequently two employees may work side by side for the same em- 
ployer and yet one emplovee will be covered while the other will be denied the 
benefits of the act. In other cases, 1 employer may have all of his employees 
covered while a competitor across the street may be covered for only 1 or 2 
employees, 

This can be illustrated by considering two wholesale grocers located in the 
same city. If one wholesale grocer sells part of his goods to retail establishments 
located in a neighboring State, all of his employees are likely to be covered. On 
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the other hand, if the other wholesaler sells exclusively for local distribution, only 
those of his employees will be covered who are actually engaged in activities 
relating to the ordering of goods from other States or to unloading or handling 
of goods moving from outside of the State. However, other employees engaged 
in warehousing activities or in shipping goods to customers in the same State 
would ordinarily not be covered. 

This is just one sample of the many injustices and incongruities which can be 
attributed to the unrealistic standards for determining the general scope of the 
law now in effect. If the act is to give adequate protection to large numbers of 
workers employed in firms which truly “‘affect interstate commerce,’’ its general 
coverage must be broadened. 

In a moment, I will state our recommendations for changes in some of the 
—, exemptions now included in the law. We wish to emphasize, however, 
that removal or modification of specific exemptions without extension of the basic 
coverage of the law would still deny FLSA protection to large numbers of workers 
who should and can be covered. It is therefore essential that the basie coverage 
of the law be extended to all employees of all firms engaged in activities “Affecting 
commerce. 

RECOMMENDATION 


With respect to the basic coverage of the act, the AFL—CIO makes the following 
recommendations: 

1. Section 3 (j) of the act should be amended so that the term ‘“produced”’ 
refers not simply to the production of goods itself, but also to any process or 
occupation necessary to the production thereof, instead of, as at present, any 
closely related process or occupation directly essential to the production thereof. 

2. Sections 6 (a) and 7 (a) should be amended to extend minimum wage and 
maximum hour coverage to each employee engaged in commerce or in the produc- 
tion of goods for commerce, as well as to each employee employed in or about or in 
connection with any enterprise which is engaged in any activity affecting com- 
merece. Activities affecting commerce should be so defined as to include any 
activity necessary to commerce or competing with any activity in commerce, or 
where the payment of wages at rates below the statutory minimum would burden 
or obstruct or tend to burden or obstruct commerce or the free flow of commerce 

° 
SPECIFIC EXEMPTIONS 
Retail trade and service 

The 9 million workers in all types of retail trade and service enterprises comprise 
about one-fifth of all wage and salary workers. Of the nearly 7 million workers 
in retail trade, only some 230,000 employed in mail-order houses and in central 
offices and warehouses of chainstores are covered under the FLSA. In addition, 
most of the 2 million workers in retail service firms are also exempt. 

The original FLSA as enacted in 1938 exempted any employee employed in any 
retail or service establishment, the greater part of whose selling or servicing is in 
intrastate commerce, that is, within a single State. The original act contained 
no definition of “retail.” 

For fear that some retail workers might be considered by the Wage and Hour 
Administrator to be covered, the retail industry secured enactment of a provision 
in the law (see. 13 (a) (2)) when it was amended in 1949 which defined “retail’’ 
by a complicated formula to exclude virtually all retail workers. 

Under this provision, a retail establishment is exempt from coverage if more than 
75 percent of its sales are recognized as retail sales or services in the industry and 
are not for resale, and at least 50 percent of its sales are made within the State 
in which the establishment is located. In addition, a separate provision (sec. 
13 (a) (4)) exempted workers in certain retail establishments which make or pro- 
cess goods sold on the premises such as bakeries, ice-cream plants, ete. 

These formulas which have been used to exempt retail establishments are so 
broad that it can readily be seen why it is that nearly all retail trade and service 
firms have been exempt from coverage. 


Retail industry dominated by giant chains 


It is certainly true that the great majority of retail trade and service establish- 
ments are small and local in character and their business is ordinarily confined 
to a single State. However, these small firms—the corner grocery, the Main 
Street shoeshine parlor, the neighborhood druggist and the like—account for 
only a very small proportion of retail employment. For the most part, these 
are family enterprises with very few employees or none at all. 
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Actually, the more than a million retail trade firms with less than 4 employees 
constitute 80 percent of all retail establishments, but they are responsible for only 
15 percent of employment in the industry. On the other hand, the 3,000 firms 
with 100 or more employees constitute only 0.2 percent of all retail concerns, but 
they have 39 percent of the employment. 

Another way of indicating the dominance of the large firms is in terms of sales 
volume. Two-thirds of the firms with gross annual sales of less than $50,000 
employ only 12 percent of workers in retail trade. At the other end of the scale, 
firms grossing $1 million or more annually constitute only 0.7 percent of all firms, 
but they account for 44 percent of the industry’s employment. 

Retail trade is not only dominated by large firms, but increasingly it is dom- 
inated by giant chain organizations, many of which operate from coast to coast. 
For example, 71 percent of variety-store workers are employed in interstate 
variety-store chains. One giant chain enterprise alone, F. W. Woolworth Co., 
has 2,021 stores employing 96,000 workers. Its employment in the United States 
and Canada constitutes about one-fourth of all variety-store employment. 
Woolworth operates stores in each of the 48 States and the District of Columbia 
as well as in foreign countries. Other large chain variety stores include §. 8S. 
Kresge with 681 stores employing 38,000 workers, W. T. Grant with 500 stores 
employing 23,000 and J. J. Newberry with 476 stores employing 32,000. 

The A. & P. Co. has more than 4,600 stores. In addition, it operates 35 bakeries, 
4 salmon canneries, 6 manufacturing plants, 3 cheese plants, 2 milk-processing 
plants, 9 coffee-roasting plants, 1 creamery, and 4 laundries. The second and 
third largest chain groceries are Safeway with 1,845 stores employing 40,000 and 
Kroger with 1,644 stores employing about 30,000. Only a handful of the workers 
employed by these giant chain businesses and none in selling occupations are 
covered under the FLSA. 

Neither are the 25,000 employees in the 34 stores of Federated Department 
Stores, Inc., which includes such well-known department stores as Bloomingdale in 
New York, Filene’s in Boston, and Fedway Stores in Texas, New Mexico, and 
California. Also exempt from coverage are such interstate chainstore organiza- 
tions as United Cigar-Whelan Stores, J. C. Penney Co., Regal Shoe Co., and 
Western Auto Supply Co. 

The large hotel chains which are taking over more and more of the Nation’s 
hotel business are also exempt. Such well-known hotel chains as Hilton-Statler, 
Sheraton, Knott, and Albert Pick all employ workers without any regard to the 
Federal minimum wage. 

These giant chains have won immunity from the requirement to pay the statu- 
tory minimum wage under a law which was intended to exempt only small neigh- 
borhood establishments—the corner grocery store, the small clothing store, the 
locally owned variety store, and the like. The difference between the huge chains 
and the small local stores which attempt to compete with them is like the difference 
between day and night. 

The chain enterprises operate through centralized headquarters with cen- 
tralized purchasing and control. They have virtually eliminated the wholesaler. 
Their policies and procedures and operations with regard to employment, per- 
sonnel, and labor relations are centrally controlled with local management merely 
carrying out the basic policies established by the central offices. 

, As Secretary of Labor Mitchell stated in the hearings on FLSA amendments 
ast year: 

“These multistate enterprises are basically not local or intrastate in the most 
important characteristics including ownership, control, financing, management, 
and personnel policy.” 


Low wages of retail workers 


The wages of retail workers lag far behind those of industrial workers who are 
both more highly organized and have the protection of the FLSA minimum wage. 
It is probably not generally recalled today that in 1932 the average retail worker 
had higher weekly earnings than the average factory worker. In that depression 
year, the retail worker averaged $20.71 a week as compared with only $17.05 for 
the average factory worker. 

Today, the picture is completely reversed. While the average weekly wage for 
factory workers in December 1955 was $79.71, retail workers had earnings of 
only $58.41. Retail workers employed in general merchandise stores, however, 
were paid only $42.46, and in stores selling apparel and accessories only $48.91. 
Of course, many workers earned even far less than these averages. 
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According to Labor Department estimates in multistate retail establishments, 
which are generally the larger and higher paying ones, 5 percent of all employees 
are paid less than 75 cents an hour, 15 percent less than 90 cents, 25 percent less 
than $1 and fully 50 percent less than $1.25. Separate estimates for general 
merchandise stores, including principally department stores and variety stores, 
showed for the Nation as a whole, 10 percent under 75 cents and 40 percent under 
$1, and for the South, 35 percent under 75 cents and 65 percent under $1. 

Figures available from State surveys of retail trade confirm the low earnings 
figures indicated by nationwide statistics. For example, a 1954 survey for 

aine showed that 23 percent of all workers in retail trade had earnings of less 
than 75 cents an hour and 40 percent of service workers were in the same wage 
bracket. In facet, the average hourly wage for service workers was just at the $1 
— which meant that more than 50 percent of all workers were earning less than 

1. 
Illinois made a survey of women and minors in retail trade in April 1954 which 
showed that 10 percent received less than 75 cents per hour and 25 percent less 
than 87 cents per haur. Although hourly earnings varied substantially by type 
of trade, median hourly earnings ranged from 80 cents in variety stores to $1.12 
in department and apparel stores. Even in Cook County, average hourly earn- 
ings in variety stores were only 92 cents. 

Since it is difficult to deny that wages of retail workers are very low, it is some- 
times argued that even if hourly and weekly earnings of retail workers are low, 
the industry is characterized by an unusual stability of employment so that 
annual earnings of retail workers would not compare unfavorably with those of 
other workers. The figures completely contradict this argument. 

Actually, average annual earnings of full-time workers in retail trade are lower 
than for any nonagricultural group except services. (See appendix table 2, p. 104.) 
Even employees in the highly seasonal low-wage manufacturing industries have 
higher yearly earnings than employees in the lower paid retail trade categories 
as the following figures for 1953 (latest published figures available) indicate: 


Manufacturing: 
a ec I an sls ewenmin ty eenmeaminn $2, 709 
St cinems ew ehhunansionsiinten 3, 026 
Apparel and other finished fabric products _..._......_.----------- 2, 747 
Retail trade: 
I enna 2, 613 
I i enennrnname 1, 625 
Py Faun “scoala ea AD Ae Aa al 2, 166 


Indeed, retail earnings are not much higher than earnings of service workers 
when tips, room, and meals are meals are added for many of the service workers. 
Moreover, retail workers’ annual earnings have risen less since 1948 than those in 
any other nonfarm industry group. 


State minimum-wage laws extremely inadequate 


Retail workers certainly cannot look to State legislation for effective minimum- 
wage protection. Minimum-wage laws cover retail workers in only 22 States 
and the District of Columbia and in 14 of these States, the minimum wage applies 
only to women or to women and minors. 

In Arizona, for example, the minimum wage for women employed in retail 
trade (men are not covered) is 55 cents an hour. This is by no means the lowest 
minimum wage for retail workers. The highest wage in any State is 90 cents an 
hour in Massachusetts. The lowest is 16 cents for women in Arkansas which 
has not revised that rate since 1915. 

Actually, less than 1.6 million of the Nation’s 7 million retail employees are 
subject to any State minimum. Some 350,000 retail workers are subject to 
minimum-wage rates of less than 75 cents an hour. None of the 1,415,000 
workers covered by minimum-wage rates of 60 cents or more an hour are located 
in the South. Yet it is precisely in the Southern States that retail wages are 
notoriously low and retail workers most desperately need decent minimum-wage 
protection. 

The fact is that the State laws have been completely inadequate. The only 
way of assuring decent minimum-wage protection to retail workers is by extending 
to them the minimum-wage protection of the FLSA. There is no reason why 
FLSA protection cannot be extended to millions of retail workers who are now 
unjustly denied minimum-wage protection. 
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Recommendation 


To extend FLSA protection to nearly 4 million presently exempt retail and 
service workers, we make the following recommendations: 

1. Extension of the basic coverage of the law in accordance with our recom- 
mendations above. 

2. The present virtually complete exernption of retail and service workers in 
sections 13 (a) (2) and (4) should be modified so that all workers should be covered 
who are employed in firms having (a) 5 or more establishments; or (6) an annual 
volume of sales or services of $500,000 or more; or (c) more than 25 percent or 
more of its annual dollar volume of sales to customers engaged in a mining, manu- 
facturing, transportation,-communications, or commercial business. 

3. The present exemption applying to employees of certain retail establish- 
ments processing goods should be removed. 


Laundries and dry-cleaning establishments 

The original retail exemption applied to laundries and dry cleaning as well as 
to other retail establishments. However, exemption of laundry and dry-clean- 
ing workers was reinforced by a 1949 amendment (sec. 13 (a) (4)) which specifically 
exempted nearly all employees of laundry and dry-cleaning establishments. No 
more than about 57,000 of the 580,000 employees in laundry and dry-cleaning 
establishments, principally those in firms providing laundry service for industrial 
and commercial customers, are presently covered by the FLSA. 

The wages of workers in these industries are among the lowest in the entire 
economy. The Bureau of Labor Statistics made a survey of average hourly 
earnings of selected occupations of workers in power laundries and dry-cleaning 
establishments in May-July 1955 in 29 cities. Average hourly earnings (includ- 
ing male and female) were only $1.06. 

They were as low as 63 cents in Birmingham and Nashville, 66 cents in Atlanta 
and 67 cents in Memphis. Average hourly earnings of females in Nashville 
were actually 57 cents or not even three-fifths of the minimum wage of $1. Since 
these are averages, obviously many workers were receiving hourly wages of 50 
cents and even less. 

While it is often claimed that laundry and cleaning and dyeing workers are 
protected by State minimum-wage orders, actually only about half of the States 
have minimum-wage orders covering laundry workers and still fewer cover clean- 
ing and dyeing workers. Moreover, even in those States which have minimum- 
wage orders applying to laundry and cleaning and dyeing workers, they are 
extremely inadequate and most of them are sadly out of date. 

For example, Minnesota, Illinois, and Ohio have not revised their orders since 
the 1930’s. The laundry order in Arkansas actually dates back to 1915 and 
provides as the minimum rate $1.25 for an 8-hour day or 15.6 cents an hour. 
Even some of the advanced industrial States have not done much better. For 
example, in Illinois the rates for these workers ranges from 23 to 28 cents an 
hour; in Minnesota from 23 to 32 cents; and in Ohio the rate is 27.5 cents for 
laundry and 35 cents for cleaning and dyeing. Within the past year, New 
Mexico has promulgated a 50-cent minimum hourly rate for this industry. 

Thus it is clear that workers in the laundry and cleaning and dyeing industries 
receive virtually no protection from State minimum-wage laws. 

By removing the exemption from large-scale and chain laundry and cleaning 
and dyeing establishments, that is firms having 5 or more establishments and/or 
an annual business of at least $500,000, the act’s coverage would be extended to 
approximately 160,000 additional employees so that about 217,000 or slightly 
more than one-third of the workers in these industries would be covered. Indeed, 
it might even be both feasible and desirable to provide an even greater extension 
of coverage than the above formula would make possible. 


Recommendation 


Adoption of the specific reeommendations we have made with regard to general 
coverage and retail trade and service establishments would extend minimum-wage 
protection to workers in large-scale, chain and industrial and commercial laundry 
and cleaning and dyeing establishments with the result that about 217,000 or 
slightly more than one-third of the workers in these industries would be covered. 


Hotels 

The present retail exemption also applies to hotels. Reference has already been 
made to the big-business character of a large part of the hotel industry which 
employs roughly 500,000 workers. 
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Wages of hotel workers are notoriously low. The BLS made a survey of earn- 
ings of hotel service workers in 19 cities during the summer of 1955. This survey 
showed very low wages generally as well as wide regional variations for the same 
occupation. 

For example, citywide averages for chambermaids ranged from 40 cents or less 
an hour in 4 southern cities to $1.27 in San Francisco. Even in Philadelphia and 
Washington, they averaged only about 80 cents an hour. The variation for 
pantrywomen was even greater, ranging from 39 cents an hour in Birmingham to 
$1.68 in San Francisco. Average hourly earnings for dishwashers ranged from 32 
cents in Houston to $1.34 in San Francisco. 

The fact that hotels in some cities paid much higher wages than in others indi- 
cates that the large hotels paying the lowest wages could substantially raise them. 
The extremely low wages paid to a large proportion of hotel workers emphasizes the 
urgent need of hotel workers for minimum wage protection. 

Some 235,000 employees or roughly one-half of the hotel workers would gain 
minimum wage protection if coverage were extended to any hotel or inn having an 
annual volume of business of $500,000 or more. 


Recommendation 


In order to extend coverage to workers in large hotels, the act’s protection 
should be extended to any employee employed in a hotel or inn having an annual 
volume of hotel business of more than $500,000. Adoption of this reeommen- 
dation would extend coverage to 235,000 employees or roughly one-half of all 
hotel workers. 


Wholesale trade 


About 10 percent of the Nation’s 2% million wholesale workers are exempt 
from coverage under the FLSA. Mainly because of the restricted definition of 
“interstate commerce” in the present act, in most wholesale establishments only 
part of the employees are protected. Moreover, the same employee may be 
subject to the act in one week but not in another. 

There can be no question of the interstate character of the wholesaling indus- 
try and therefore there is no reason for exclusion of wholesale workers from the 
act’s protection. Moreover, a considerable number of wholesale workers receive 
very low wages. Thus in a recent BLS survey covering wholesale trade, it was 
found that average hourly earnings for material-handling laborers in Atlanta 
were $1 an hour and for one category of truckdrivers only $1.07. In Baltimore, 
janitors in wholesale establishments averaged only $1.08. Since the averages in 
these categories were at or barely above the statutory minimum, it is obvious 
that many workers were actually receiving less than the $1 minimum wage. 


Rey Recommendation 


¥ The change in definition of ‘‘interstate commerce” previously discussed would 
extend FLSA coverage to virtually all of the nearly quarter of a million workers 
in wholesale trade now exempt. 
Processing of farm commodities 

The exemptions applying to workers engaged in packing, canning, and other 
processing of agricultural commodities (secs. 13 (a) (10), 7 (b) (3), and 7 (c)) are 
perhaps the most complicated in the act, both in terms of determining the applica- 
tion of these exemptions and administration of them. The Labor Department 
estimates that nearly a quarter of a million workers employed in processing of 
farm commodities are exempt from minimum-wage protection. In addition, 
large numbers of workers are denied overtime pay during all or part of the year 
in so-called seasonal industries. 

Here is what the Labor Department says about the various exemptions applying 
to these industries: 

“The result produced by the complex of exemptions applicable to a portion of 
the employees in the industries engaged in handling and processing agricultural 
commodities is unsatisfactory from the standpoint of everyone concerned. The 
exemptions are often not understood by employers, are difficult to administer, 
and produce competitive inequities.” 

According to the Labor Department, approximately 230,000 workers engaged 
in handling and processing farm commodities are completely exempt from all of 
the act’s protections (minimum wage, maximum hour, and overtime) because 
they are employed “in the area of (farm) production.”’ The Department esti- 
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mates that about one-sixth of these workers receive less than 75 cents an hour and 
two-thirds are paid less than $1 an hour. 

Although all sorts of arguments have been advanced for continuing the exemp- 
tion for this group of workers, in astatement submitted at last year’s congressional 
hearings, the Labor Department said that its own hearings on the definition of the 
“area of production” produced “substantial evidence that the payment of the 
75-cent minimum occasioned no economic hardship on those establishments not 
within the exemption.’”’ On the other hand, the continued exemption for a large 
proportion of the agricultural processing workers produces unfair competition 
based on substandard wages between those employers who are exempt and those 
who are not. 

In addition to the 230,000 farm-processing workers completely exempt, about 
660,000 additional workers are exempt from the overtime provisions of the act 
for all or part of the year. It is argued that the overtime exemption is necessary 
to permit expeditious handling of farm products in these highly seasonal industries. 

ust because workers in these industries have such irregular employment, the 
overtime exemptions should be abolished. Complete FLSA protection would 
assure the low-paid workers who are forced to find jobs in these seasonal industries 
@ more adequate income. Withdrawal of the overtime exemptions would also 
provide an incentive to employers in these industries to attempt to regularize 
their production to the maximum extent possible. 


Recommendations 


In order to extend full protection of the law to workers in processing of agri- 
cultural products, all present exemptions applying to them should be repealed. 
This would assure minimum wage and overtime protection to nearly 900,000 
workers completely or partially exempt from FLSA protection. 


Agriculture 


Examination of the size distribution of American farms reveals how much of 
farming today is big business. In 1950,of the 5.2 million farms in the United States, 
some 3.5 million sold less than 15 percent of the total marketable farm products. 
These are the small farms. 

Then there are about 1% million family farms, most of which were operated 
entirely by the farmer and the members of his family. They accounted for an 
additional 60 percent. 

At the other end of the scale, there were only 70,000 large farms (5,000 or more 
acres in the West, 1,000 acres or more in the rest of the country) which covered 
one-third of the land in the United States and two-thirds of the land in the 
Western States. These farms are getting bigger and fewer. They produce 
one-fourth of the farm products sold on the market and employ the bulk of the 
Nation’s farmworkers. 

Agricultural workers are completely denied the protection of the FLSA. (Sec. 
13 (a) (b).) Yet, perhaps more than any other group, they have the greatest 
need for the act’s protection. Since they are not covered under unemployment 
insurance, they have no income to fall back on when they are out of ajob. Most 
of them are employed in highly seasonal work and are without work a good part 
of the year. Because they are exempt from coverage under the Labor Relations 
Act, they have no bargaining power and are completely at the mercy of their 
employers. All attempts of farmworkers to organize into unions have been 
met with the most violent resistance by organizations of large farm employers 
a other powerful interests such as the notorious Associated Farmers in Cali- 

ornia. 

Today a large proportion of farmworkers are employed on large-scale mechan- 
ized corporate farms which do not bear the slightest resemblance to the small- 
family a These big-business farms have been aptly described as ‘factories 
in the field.’ 

Workers on these mammoth farms are hired and paid in the same manner as 
factory employees and may be discharged or laid off whenever the employer 
desires. Most of them are engaged in simple repetitive operations which are not 
very different from those performed on factory assembly lines. 

There is no question that the large corporate farm enterprises can afford to 
pay the minimum wage. Various proposals have been advanced by organized 
labor for extending the act’s protection to the workers on these large-scale farms. 

FLSA protection can be extended to the large proportion of the Nation’s 
farmworkers who are employed on the relatively few large farms. This can be 
accomplished with minimal effect on the small and family-sized farms which 
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employ only a small proportion of farmworkers. Indeed, they would be better 
able to compete with the few large-scale farm enterprises if the latter had to pay 
their employees decent wages. 


Recommendation 


In order to extend FLSA protection to 1% million farmworkers employed on 
large farms, section 13 (a) (6) should be amended to extend coverage to any 
employee employed in agriculture, during any calendar quarter, by a farm en- 
terprise which used 300 or more man-days of hired farm labor during each of the 
preceding 4 quarters other than labor performed by members of the family of a 
farmer-operated farm, 


Fish processing 


Under section 13 (a) (5), minimum-wage coverage is denied to all fish-process- 
ing workers except those engaged in canning fish. This exemption applies to 
some 26,000 on-shore fish-processing workers. 

In actual practice, plants engaged in both canning and in freezing or other 
types of processing do not discriminate among their canning and noncanning 
workers and therefore pay at least the minimum wage to all of their employees. 
We can see no reason why firms engaged in fish processing other than canning 
should not pay the minimum wage which some of their competitors already pay. 


Recommendation 


In order to assure FLSA protection to all fish-processing workers, section 13 


(a) (5) should be amended to remove the exemption now applying to such 
workers. 


Logging 

Section 13 (a) (15) exempts from coverage logging establishments with 12 or 
less employees. This exemption was established in 1949 ostensibly on the 
grounds that small lumbermen could not compete with large operators unless 
they had a wage advantage. In actual practice, a cutoff point in the exemption 
as between small and large employers has been more theoretical than actual. 
While the law intends that only employers of 12 or more to be exempt, the large 
firms have simply subcontracted a good deal of their business to the smaller 
firms thereby depriving workers who would ordinarily be employed by the large 
employers of minimum-wage protection. 


Recommendation 


In order to restore minimum wage protection to logging employees, we ask 
that section 13 (a) (15) be eliminated from the act. 


Telephone 


Under section 13 (a) (11), the law exempts from its protection ‘“‘any switchboard 
operator employed in a public telephone exchange which has not more than 750 
stations.” As a result of this provision, coverage has been denied to approxi- 
mately more than 20,000 telephone operators. 

Apparently, this section was inserted in the law in order to exempt from coverage 
genuinely small telephone companies. However, because the test used is the size 
of the exchange rather than the size of the company, large companies which 
have small exchanges have been exempt. 


Recommendation 


Minimum wage coverage should be extended to all telephone workers except 
those employed in the genuinely small companies. 


Other exempt industries 


The FLSA at present also exempts a considerable number of workers employed 
in the maritime trades, small newspapers, small telegraph agencies, local transit 
and taxicab companies, as well as an estimated 1,350,000 outside salesmen. 
Many of these workers receive very low wages and are badly in need of the protec- 
tion of the FLSA. These exemptions are not only unfair to the workers, but also 
create inequitable situations as between competing companies in the same industry. 
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Recommendation 


In order to assure FLSA protection to various groups of workers in miscellaneous 
industries and occupations not now covered, we ask for elimination of sections 
13 (a) (8), (9), (12), and (13) and modification of section 13 (a) (1) to exclude 
outside salesmen from the exemption. 


CONCLUSION 


If the act were amended to broaden its coverage by the specific changes which 
we have recommended, approximately one-half of the 20 million workers now 
exempt would gain FLSA protection. The various groups of workers currently 
excluded from FLSA benefits who would be covered are roughly estimated as 
follows: 


Retailing and service (including laundry and cleaning)________-__~- 3, 960, 000 
Cees ND oe oes Sc se ha oe Se re re ___ 1, 351, 000 
OT ih in sa oe Sh be ah tlt ig ee se sso enemies? As ar 
Construction__- cee ey eet Fe a me ___._. 1,400, 000 
Wholesaling - ee ae ee he Pat te ae rie. Ns oe ; 2.2, 000 
ems ane Mee Se shh ee i aid se ; 278 235, 000 
Agricultural processing ad h 223, 000 
Finance, insurance, and real estate___ ~sfeys 117, 000 
Seamen i eee ; 117, 000 
Small logging operations 110, 000 


Mining and manufacturing , wit hoeg oe 101, 000 
Local transit companies 7 Si reels ie Bik ee 80, 000 
Small newspapers mE? i 32, 000 
Seafood processing--- --_-_- ia 26, 000 
Taxicab companies 20, 000 
Small telephone exchanges__-__-_---_- Z Fi. 1 oe 18, 000 
Diisomianeousi oy | he a tbe ar. 7 . en! 210, 060 


Total___ piensa. 5d 3 _ 9, 652, 000 


These workers are predominately in low wage categories and are in fact in the 
greatest need of the law’s protection. There is no reason why the FLSA should 
continue to discriminate against them. 

The proposals we have made for extension of coverage are moderate and 
practicable. They are basically fair and economically desirable. At the same 
time, enactment of these proposals would also ease many of the administrative 
problems which the Labor Department has had to meet in attempting to deter- 
mine the precise limitations upon the act’s coverage. 

We ask the Congress to give careful and sympathetic consideration to the pro- 
posals we have made for extension of coverage of the FLSA and we urge that the 
changes we have recommended be enacted at the earliest possible date. 


AppPpENDIx I 


SUMMARY OF RECOMMENDATIONS 
General coverage 

With respect to the basic coverage of the act, the AFL—CIO makes the following 
recommendations: 

1. Section 3 (j) of the act should be amended so that the term “produced’”’ 
refers not simply to the production of goods itself, but also to “any process or 
occupation necessary to the production thereof,’ instead of, as at present, ‘‘any 
closely related process or occupation directly essential to the production thereof.’ 

2. Sections 6 (a) and 7 (a) should be amended to extend minimum wage and 
maximum hour coverage to each employee “engaged in commerce or in the 
production of goods for commerce,”’ as well as to each employee employéd in or 
about or in connection with any enterprise which is engaged in any activity 
affecting commerce. Activities affecting commerce should be so defined as to 
include ‘“‘any activity necessary to commerce or competing with any activity in 
commerce, or where the payment of wages at rates below those prescribed by 
this act would bureen or obstruct or tend to burden or obstruct commerce or the 
free flow of commerce.”’ 
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Retail trade and service 


To extend FLSA protection to nearly 4 million presently exempt retail and 
service workers, we make the following recommendations: 

1. Extension of the basic coverage of the law in accordance with our recom- 
mendations above. 

2. The present complete exemption of retail and service workers should be 
modified so that all workers employed in firms having (a) five or more establish- 
ments; or (b) an annual volume of sales or services of $500,000 or more; or (c) 
more than 25 percent or more of its annual dollar volume of sales to customers 
engaged in a mining, manufacturing, transportation, or communications business. 

3. The present exemption applying to employees of certain retail establish- 
ments processing goods should be removed. 


Laundries and dry cleaning establishments 

The specific recommendations we have made with regard to general coverage 
and retail trade and service establishments also apply to laundry and dry cleaning 
establishments. The adoption of our proposals would extend minimum wage 
protection to large-scale chain and industrial and commercial laundry and clean- 
ing and dyeing establishments with the result that about 217,000 or slightly more 
than one-third of the workers in these industries would be covered. 


Hotels 


In order to extend coverage to workers in large hotels, the act’s protection 
should be extended to any employee employed in a hotel or inn having an annual 
volume of hotel business of more than $500,000. Adoption of this reeommenda- 
tion would extend coverage to 235,000 employees, or roughly one-half of all hotel 
workers. 

Wholesale trade 


The change in definition of ‘“‘interstate commerce’”’ previously discussed would 
extend FLSA coverage to virtually all of the nearly quarter of a million workers 
in wholesale trade now exempt. 

Processing of farm commodities 

Workers employed in processing of agricultural products are entitled to the 
full protection of the law. All exemptions applying to them should be repealed, 
thereby assuring nearly 900,600 workers of at least the minimum level of living 
provided by the minimum waze and overtime requirements of the FLSA. 

In order to extend full protection-of the law to workers in processing of agri- 
cultural products, all present exemptions applying to them should be repealed. 
This would assure minimum wage and overtime protection to nearly 900,000 
workers completely or partially exempt from FLSA protection. 

Agriculture 


In order to extend FLSA protection to 1% million farm workers employed on 
large farms, coverage should be extended to any employee employed in agriculture, 
during any calendar quarter, by a farm enterprise which used 300 or more man- 
days of hired farm labor during each of the preceding 4 quarters. 


Fish processing 


In order to assure FLSA protection to all fish processing workers, section 13 
(a) (5) should be amended to remove the exemption now applying to such workers, 


Logging 

In order to restore minimum wage protection to logging employees, we ask that 
section 13 (a) (15) be eliminated from the act. 
Telephone 


Minimum wage coverage should be extended to all telephone workers except 
those employed in the genuinely small companies. 
Other exempt industries 

In order to assure FLSA protection to various groups of workers in miscellaneous 
industries and occupations not now covered, we ask for elimination of sections 
13 (a) (8), (9), (12), and (13) and modification of section 13 (a) (1) to exclude 
outside salesmen from the exemption. 
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TABLE 1.—Estimated distribution of wage and salary workers 
by FLSA, September 19538 


covered and not covered 














Exempt from | Employees 
Total Employees Total not imum | not covered 
Industry division employment covered covered and wage and intrastate 
exempt overtime activities 
provision 
Total-all Industries_.-_---- 43, 954 23, 976 19, 978 6, 369 13, 609 
Manufacturing --........-.--.-..- 16, 131 15, 448 683 597 86 
i SS ees 768 747 21 2 19 
CRTIRIOR .....wwnccncocsscecenn 2, 565 614 1,951 84 1, 867 
Wholesale trade-.-..------------ 2, 539 1, 693 846 584 262 
ee 5 ee ee 6, 230 6, 698 1,140 5, 558 
Finance, insurance, and real 

ac eidptipet ckileanwe scans 1,792 1, 048 744 330 414 
Transportation, communications, 

I 6 tke eves cei eerste 3, 956 3, 441 515 229 286 
Miscellaneous industries--_---.-- 4, 188 741 3, 447 452 2, 995 
Agriculture, forestry, and fish- 

SERRE 8) Sed Ts 3, 066 14 3, 052 2, 951 101 
Domestic service...........----- SE Eta nnonsauaens BEE Mitibitie sneuacmen 2, 021 




















Source: Department of Labor. 


TABLE 2.—Comparison of average annual earnings 1948-54 











Average annual earnings per fulltime 
employee 
Industry division 

1948 1954 Percent 

increase 
Deteniies Dees, COE on noo oe cenmenensencsoapesess $1, 345 $1, 675 24. 53 
Re aE EAE ERAS S RSME SI EE YT RE RL casita 3, 387 4, 385 29. 40 
CRE CER. oink ode te te bdde bclubeabineh 3, 119 4, 370 40. 10 
INE ong a ceiecetandere cnehtadcnsntsdepeaepureniiees 3, 040 4, 123 35. 62 
Wholesale trade_.........--.--.--.-- deh piphtncn ee heaton aires ciguints 2, 832 3, 607 27. 36 
Retail trade (including auto services) -............---.--.-.--- 2, 547 3, 203 25. 75 
Finance, insurance, real estate. .........----.-.-.-.-..--..---- 2, 947 3, 964 34. 50 
DRRERIPATEIRIER . «vine ong en - ein pn n~ ene ccccewsigsanpegnseypp acer 3, 440 4, 563 32. 64 
Communication and public utilities...........-..--.---..--.-- 3, 002 4, 235 41.07 
| aR he LS LOSS AG BOG TS PS ES ERS Ot EE EE EE 2,112 2, 768 31. 06 














Source: Department of Commerce. 





AssociaTED Retar, Bakers oF AMERICA, 
Washington 4, D. C., August 2, 1956. 
Re Fair Labor Standards Act. 
Hon. GrawaM A. BARDEN, 
Chairman, Committee on Education and Labor, 
House of Representatives, Washington, D. C. 

Dear Mr. CHarrMAn: We understand that your committee is holding its 
record open until August 4 for filing of additional statements concerning the 
Fair Labor Standards Act. 

Our statement is attached, and we will much appreciate your including it in 
your record and giving it your consideration. 

We would appreciate also an opportunity to testify in the event of hearings 
during the next Congress. 

Respectfully, 
Wm. A. Quintan, General Counsel. 

(Statement referred to follows:) 
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STaTEMENT BY WiiuIAM A. QuINLAN, GENERAL COUNSEL, AssocriATED RETAIL 
AKERS OF AMERICA 


The Associated Retail Bakers of America is the national, nonprofit trade as- 
sociation of retail bakers, who produce bakery products for sale across their 
counters directly to the consumer. 

They own and operate the neighborhood retail bakeries, with which the mem- 
bers of the committee are familiar, selling breads, cakes, pies, cookies, sweet rolls 
and coffee cakes, pastries, and other baked foods which they make daily. 

Most of them have just one store, with the bakeshop at the rear of the store 
peas the highly perishable, as well as delicious and nutritious, products to 

e brought out to the shelves and showcases for display and sale, although many 
of them sooner or later have two or more stores. 

Especially in view of proposals to delete clause (4) of section 13 (a) of the Fair 
Labor Standards Act, which exempts neighborhood retail bakeries, candy shops, 
ice cream stores, tailor shops, and other local retail establishments that make or 
process all or part of what they sell, we respectfully reemphasize the need for 
and merit of that exemption. 

The American Retail Federation, with which our association, ARBA, is affili- 
ated, has restated the overall reasons for the exemption of retail and service 
establishments provided in clauses (2), (3), and (4) of section 13 (a). We wish 
to explain more particularly the importance of clause (4). 

That part of the exemption, like various changes in clauses (2) and (3), was 
enacted in 1949! to counteract previous interpretations that had to a large 
extent defeated the original intent to exclude local retail and service establish- 
ments from the Federal act. 

The Administrator, for example, had ruled that ‘“‘an establishment which is 
engaged in manufacturing operations is not a retail establishment even though the 
goods which it manufactures are distributed at retail. Thus, for example, a custom 
tailor engaged in manufacturing clothes to order would be engaged in manu- 
facturing operations and would not operate a retail establishment.’? Similarly, 
the local neighborhood retail bakery would not be a retail establishment, within 
the meaning of the act, because it baked its cakes, or the candy shop because it 
made its chocolate creams, the ice cream parlor because it mixed and froze its ice 
creams, or, carried to logical conclusion, the butcher because he made a sausage, 
or the restauranteur because he broiled it. 

That was typical of many interpretations which had stretched the act to un- 
reasonable extremes and which caused a complete reexamination and reform by 
Congress in 1949. 

One of the amendments enacted to restore the original intent of Congress was 
the present provision in section 13 (a) exempting ‘‘(4) any employee employed 
by an establishment which qualifies as an exempt retail cotablidhuient under 
clause (2) of this subsection and is recognized as a retail establishment in the partic- 
ular industry notwithstanding that such establishment makes or processes at the 
retail establishment the goods that it sells: Provided, That more than 85 percent of 
such establishment’s annual dollar volume of sales of goods so made or processed 
is made within the State in which the establishment is located.’”’ That is the 
amendment which reaffirmed the exemption of retail bakeries and other local 
retail establishments that make or process all or some of their wares, and is the 
provision we urge you to preserve, despite new proposals that it be dropped or 
curtailed. 

Even as it now stands, this is very strictly limited,3—we believe unduly so. 
To eliminate it, or to curtail it further, would be to discriminate further against 
such establishments, and, at least in the case of retail bakeries, to cause grave 
disruption and damage to business and employment. 

They, like most other retail and service establishments, are inherently local and 
intrastate, and by nature a concern of State and local governments, rather than 
the Federal Government. 

It is unusual, and generally happenstance, when they become involved at all 
in interstate commerce and therefore in the general coverage of the act. Usually 
they buy and receive their ingredients and other supplies from local, intrastate 
supply houses or jobbers, and the purchases and receipts are in intrastate com- 


1 Fair Labor Standards Amendments of 1949 (Public Law 393, 81st Cong., ch. 736, Ist sess.). 

2 From the then version of Wage and Hour Division ‘Interpretative Bulletin No. 6,’’ par. 17; see also 
Gustafson v. Fred Wolferman, Inc, (D, C. Mo., 1947), 13 Labor Cases par, 64, 133; Grant v. Bergdoff Goodman 
Company (CA 2, 1949), 16 Labor Cases par. 64, 935, as to candy kitchens, etc. 

3 See it. Rept. 1453, 81st Cong., Ist sess. (conference report to accompany H. R. 5856), pp. 26-27. 
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merce, so that they do not become involved with the act from that standpoint. 
But they may on occasion buy something from an out-of-State seller, or receive 
something from an out-of-State shipper. Or their intrastate supplier may 
specially order something for them, or even order something in anticipation of 
their individual needs (the scope of interstate commerce is being ever extended), 
and they may, without wanting or intending to do so, and perhaps only tempo- 
rarily, have brought under the act some of their employees who have had some- 
thing to do with ordering or receiving such materials. Or, at the other side of 
the business, although it is essentially across the counter and therefore local and 
intrastate, is a retail bakery, for example, to become subject to the act if it mails 
a fruitcake out of the State for a customer, or has a wedding cake delivered across 
the river from its bakery in Kansas City, Mo., to its customer’s home in Kansas 
City, Kans.? 

A purpose of the exemption of local retail and service establishments was to 
preserve the act from the absurdities of such incidental involvements, in inter- 
state commerce, of what are essentially intrastate businesses. It obtains as 
forcibly in respect to retail establishments which make what they sell as in respect 
to those which do not. To remove the exemption, in whole or in part, could open 
a hornets’ nest of federally created and never-intended liabilities in neighborhood 
businesses. 

The exemption from recordkeeping is important to the retail baker. He 
usually is his own general manager, and shop foreman, and acts as one of his 
own bakers. Usually his wife is the head sales clerk in the store at the front. 
Usually, he has an outside accountant come in to keep his books and prepare 
his tax returns, and he himself has no clerical staff, except that he or his wife or 
one of the shop or store employees may, part time, use a typewriter for inescapable 
correspondence or reports, each of which is a burden to one who, from early times 
and because of the demands of today’s retail bakery customers as well, is more 
artisan than clerk. 

These retail bakeries, moreover, are handcraft shops, employing skilled crafts- 
men at high wages. By the nature of the business, the members of the com- 
mittee will recall from personal observation, they make and sell a great and 
changing variety of highly perishable products, requiring small scale, highly 
skilled handwork, with many changeovers and waiting periods, in contrast with 
any routine, intensive, mass-production operation. 

As was recognized in the NRA Code of Fair Competition for the baking indus- 
try, these retail, handcraft shops accordingly have longer straight-time work 
weeks. The exemption provided in section 13 (a) (4) of the act therefore has 
great practical importance because of the statutory maximum 40-hour straight- 
time workweek, although that is not the only consideration calling for the 
exemption. 

The high straight-time wage rates prevailing in retail bakeries recognize both 
the craftsmanship of the retail bakeshop employee and the longer regular work- 
week required in his handeraft work, to produce the products characteristic of 
retail bakeries and responsive to consumer demand—the products the consumer 
wants, fresh when she wants them. 

The retail and service establishment exemption, as restored in the 1949 amend- 
ments, has been a vital and realistic factor in the workability of the Federal act. 
To upset that exemption, as to clause (4) or otherwise, would be to invite another 
emergency to succeed the portal-to-portal and overtime-on-overtime emergen- 
cies that already have occurred under this same Federal Fair Labor Standards 
Act. 

In conclusion, we respectfully submit a comment concerning another proposal 
which has been made for amendment of the act, that is, the proposal to extend the 
general coverage of the act to activities which substantially affect interstate 
commerce. 

Even though the present express exemption of local retail and service establish- 
ments be continued, we submit that that proposal as to general coverage is in- 
appropriate to this type of legislation. 

he National Labor Relations Act exhausts the constitutional power of Congress 
under the commerce clause by applying itself to businesses substantially affecting 
interstate commerce—an indefinite standard that could be finally settled only by 
lawsuits in most cases. That may be more reasonable under that statute, where 
usually the result of controversy is an order merely to stop what one is doing, 
although even there the National Labor Relations Board itself has had to exempt 
essentially local businesses as a matter of enforcement policy. The Fair Labor 
Standards Act, which can create ruinous back-wage liabilities, must have a more 
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‘definite basis of coverage. If the general coverage of the Fair Labor Standards 
Act were to be extended to all businesses substantially affecting interstate com- 
merce, hundreds of thousands of local businesses would be left in doubt, to be 
settled only by individual litigation. 

We respectfully submit that the affecting-commerce basis is inappropriate 
for purposes of a statute like the Fair Labor Standards Act, and, in any event, 
‘that the exemption provided in section 13 (a) (4) should be preserved. 





NATIONAL RETAIL FURNITURE ASSOCIATION, 
Washington, D. C., August 2, 1956. 
Hon. Grauam A. BARDEN, 
Chairman, Education and Labor Committee, 
House of Representatives, Washington, D. C. 


Dear Mr. BARDEN: We are submitting for your record the views of the mem- 
bers of the National Retail Furniture Association in connection with the study 
your committee is making of coverage of the Fair Labor Standards Act. 

The National Retail Furniture Association favors continuation of the exemp- 
tion provisions (sec. 13a) of the Fair Labor Standards Act, as amended, which 
exempt employees of retail and service establishments from coverage under the 
act. Our organization would oppose broadening of coverage to bring under the 
‘air Labor Standards Act employees of retail firms not presently covered. 

Retail business is essentially local, not interstate, in character. The position 
of the National Retail Furniture Association favoring continuation of the retailing 
exemption is based on the principle that Federal preemption is wrong in a field 
which had historically been and continues to be particularly local by the very 
nature of the functions retailers perform for consumers. Furthermore, wages 
in the retail furniture business are generally well above State and Federal mini- 
mums. 

We also take the liberty of drawing your attention to certain areas of doubt in 
the present coverage picture which have arisen as a result of the complex nature 
of questions of coverage and exemption. 

In our opinion, it is illogical and discriminatory in the retail furniture field to 
contend, as does the Wage-Hour Division, that certain employees in the ware- 
house or office of one firm are covered because they serve more than one exempt 
retail store unit (establishment) while the employees of a firm of comparable 
size or larger are all exempt if the latter firm has only one retail store. 

We urge that this problem be resolved on the basis of equitable treatment 
which extends the exemption to all personnel of retail firms in such a situation. 
We also urge that a related problem, that of retailers who happen to be located 
near the borders of two or more States, be similarly resolved. 

We have touched only on a few points which cause the members of the National 
Retail Furniture Association to favor continuation of the retailing and service 
exemptions in the act. We would appreciate being given an opportunity to testify 
in detail, if the House Education and Labor Committee holds hearings on this 
question in the next session of Congress. 

Yours sincerely, 
Derek Brooks, Washington Office. 





PrivATE Truck Councit or America, INC., 
Washington, D. C., August 2, 1956. 
Hon. GranamM A. BARDEN, 
Chairman, Committee on Education and Labor, 
House Office Building, 
Washington, D. C. 


Dear Mr. CuartrMAN: The Private Truck Council of America, Inc., appre- 
ciates the opportunity to submit its views on legislation to broaden the coverage of 
the Fair Labor Standards Act which was recently the subject of hearings before 
your committee. 

Our statement will be limited to proposals for the elimination of the exemptions 
in the Fair Labor Standards Act of (1) outside salesmen, including driver-salesmen 
(sec. 13 (a) (1)), and (2) employees of motor carriers subject to part II of the 
Interstate Commerce Act (sec. 13 (b) (1)). This does not mean that council 
members favor all of the other proposed amendments to the Fair Labor Standards 
Act in the various measure pending before you. 
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Since the council, to a considerable extent, is a cross-section of American agri- 
culture and industry, many of its members employ outside salesmen, including 
driver-salesmen, in the distribution of their products, and servicing their customers. 

When the Fair Labor Standards Act was enacted in 1938, Congress recognized 
that, except to a very limited extent, on a basis of sales results, the employer can- 
not control what a salesman does with his time when he is away from the employ- 
er’s place of business and not under personal observation and supervision, and it 
is normally to be expected. that varying circumstances and conditions will require 
substantial variation in hours as between different salesmen and different days, 
weeks, or seasons. 

The outside salesman, including the driver-salesman, must. adjust himself to 
these conditions; they will not adjust themselves to his convenience or a precon- 
ceived and firm schedule of hours. They include availability of and waiting for 
customers, weather, and traffic conditions, holidays, seasonal changes in customer 
demand or acceptance, special products or sales campaigns, competition from other 
salesmen, and many other variables. 

Flexibility in the salesmen’s hours is essential to distribution of the goods sold 
and to adequate service to the customer and consumer. 

Yet the self-interest of the salesman will preclude unnecessarily long hours, 
since he is paid for sales results rather than for time away from the employer’s 
place of business. 

The elimination of this exemption would place an irreparable hardship on the 
sales efforts and distribution of products throughout the United States. 

The factors that persuaded Congress in 1938 to exempt outside salesmen, in- 
cluding driver salesmen, from the Fair Labor Standards Act, are as dominant 
today as at that time. 

To be more specific an outside salesman has such responsibilities as: 

(1) Building goodwill for his employer. He is frequently the only contact 
the latter has with his customers. 

(2) Seeing that his product is properly displayed. If his ecw requires a 
particular type of container he must sell the container, watch its location, and 
see that it is adequately stocked with merchandise. 

(3) If the product requires atmospheric control, the salesman must educate 
his customers as to this important feature. 

(4) He must talk to customers about the importance of advertising, and must 
see that sales promotional material is properly used as a means of furthering sales. 

(5) In addition to taking care of the above responsibilities in connection with 
established customers, the salesman must be engaged constantly in finding new 
outlets. When prospective ones are found, he must take the time to talk to them 
about handling his products and must take care of all customary details in getting 
new customers stocked and proper displays made. 

(6) The salesman is depended upon to settle complaints regarding sales, and 
the amount of time required is indefinite. It depends entirely upon the nature 
and seriousness of the situation and the number of people to be interviewed. 

(7) The number of hours required for an outside salesman to cover his territory 
depend upon numerous factors over which’ he has no control, as he must take 
care of his customers, regardless of the time involved. A few such factors are these: 

(a) The time required with each retailer varies greatly, according to whether 
or not the store is full of customers or whether other people are waiting to see 
the retailer. Salesmen must have sufficient time to talk over with the storekeeper 
his needs and to get his interest in properly merchandising the product. If 
other people are ahead of him the salesman must await his turn, which makes the 
time required to do the job vary greatly. 

(b) There is wide difference in the volume of business due to varying weather 
conditions and to unusual occasions. A very hot spell or an impromptu baseball 
game, or picnic might create an unusual opportunity for sales on a salesman’s 
route and require extra stock. It might even require an extra trip to the plant 
for additional goods. These situations often develop in a few hours and cannot 
be anticipated. 

Briefly, an outside salesman— 

Sells. 

Promotes sales. 

Displays goods. 

Arranges point of sale advertising. 
Introduces goods to customer. 
Secures new customers or outlets. 

Is carefully selected—as a salesman. 
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Is carefully trained—as a salesman. 

Is usually paid a commission on his sales. 

Is given an exclusive territory. 

Builds a group of customers through salesmanship. 

The Fair Labor Standards Act was not the first occasion for the consideration 
of the problem of outside salesmen. After thorough consideration outside sales- 
Pom were exempt from the hours provision of the NRA Codes of Fair Competi- 

ion. 

There is no valid reason for eliminating, from section 13 (a) (1) of the Fair 
Labor Standards Act, the exemption of outside salesmen, including driver-sales- 
men, and every reason for allowing it to remain in its present form. 

We respectfully submit that its elimination would not only be a grave dis- 
service to the public interest, but would be a disservice to the salesmen, many of 
whom for all intents and purposes are in business for themselves. To a large 
extent the relationship of these salesmen to the companies they represent is a 
partnership rather than a relationship of employer and employee. 

We respectfully urge that drivers, drivers helpers, loaders, and mechanics, 
whose maximum hours of service are now regulated by the Interstate Commerce 
Commission, continue to be exempt from the overtime pay requirements of the 
Fair Labor Standards Act as provided in section 13 (b) (1). 

When Congress passed the Motor Carrier Act of 1935, the ICC was given 
authority to control the working hours of motor-carrier employees engaged in 
pr rears commerce, including those of private truck operators, in the interest 
of safety. 

The council believes the retention of the present overtime exemption for motor- 
carrier employees is consistent with the realities of motortruck operation. There 
is no need for any change in the present exemption in the absence of any compelling 
reasons therefor, which have not been shown. Any change in the presently 
accepted exemption for motor carrier and private truck owner-employees would 
completely upset a practicable and workable situation, clarified only after a long 
ea oar of uncertainty and litigation. To remove the exemption would bring 

ack the confusion and uncertainty heretofore existing and give rise to further 
ape, oa 
espectfully submitted. 
James D. Mann, Managing Director. 


STATEMENT BY Puitiep M. Tatsor IN BEHALF OF THE NATIONAL RetTait Dry 
Goops Assocration, Aucust 7, 1956 


The National Retail Dry Goods Association is a voluntary trade association 
representing over 7,500 retail department and speciality stores located in every 
State of the Nation. Its membership includes single establishments, stores with 
one or more branches, and multiple-unit stores maintaining central offices and 
warehouses. 

On May 9, 1956, the National Retail Dry Goods Association submitted to the 
Senate Subcommittee on Labor and Public Welfare, a detailed statement setting 
forth the association’s position with respect to proposed elimination, in whole or 
in part, of the specific exemptions granted to the retail industry under the existing 
sections 13 (A) (1) and 13 (A) (2) of the Fair Labor Standards Act. The full 
text of that statement is attached hereto, and is intended to be incorporated in 
this statement. We therefore request that both this statement and the attached 
statement presented to the Senate subcommittee, be incorporated into the record 
of the hearings of this subcommittee. 


I. THE ASSOCIATION’S POSITION 


The present position of the National Retail Dry Goods Association, with respect 
to the retail exemption, remains wholly unchanged from the position taken in our 
statement presented to the Senate subcommittee in May. In brief, the associa- 
tion’s position is as follows: 

The association strongly opposes any legislation designed to eliminate the 
present retail exemption or to amend the exemption so as to encompass certain 
segments of the industry within the coverage of the act, on the basis of annual 
sales volume, the number of units operated, the operation of units in several States, 
or by any other arbitrary classification. 
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In essence, the association is in favor of complete retention of the retail exemp- 
tion in its present form. 


II. SUFFRIDGE’S PROPOSALS 


On July 19, 1956, James A. Suffridge, representing the Retail Clerks Inter- 
national Association, in testimony before this subcommittee, urged adoption of 
legislation amending the Fair Labor Standards Act, so as to extend minimum 
wage and maximum hour coverage to employees of retail establishments having 
total annual sales in excess of $500,000, or more than 5 units. 

In support of his contentions, Suffridge has repeated arguments in opposition 
to retention of the existing retail exemption, which have been made to Congress 
year after year, since the inclusion of the exemption in the initial enactment of 
the FLSA in 1938. Each year, Congress has rejected these arguments and 
reaffirmed the validity of the retail exemption. Suffridge has introduced nothing 
which, in our opinion, alters the soundness of the exemption or refutes the wisdom 
of Congress’ continued retention of the exemption in its present form. 


III. THE STATISTICAL INVALIDITY OF SUFFRIDGE’S TESTIMONY 


In further support of proposed extension of the act, a 3l-page statistical appen- 
dix has been submitted. The appendix is, in fact, no more than a hodgepodge of 
extracts from numerous statistical surveys dating back over a period of 8 years. 
The various extracts have been taken out of context and fail to indicate the con- 
clusions and overall picture presented by the complete surveys from which they 
have been taken. As a result, the statistics submitted do not present a true or 
accurate overall picture of employment conditions in the retail trade, partic- 
ularly as applies to the department or specialty store field, nor does it in any 
way prove the need for, or justification of, extension of the act to retail establish- 
ments within the above proposed specifications, or to any other segment of the 
industry. The statistics in no way present a true and objective appraisal of earn- 
ings and employment conditions in the retail trade. 

Rather than engage in specific refutation of each individual table presented in 
the appendix, we shall endeavor to present several basic exceptions to the statistics 
which are important to any objective analysis and also point up a few specific 
examples of the inaccuracy and statistical invalidity of the appendix. 

The following basic exceptions to the appendix must be taken: 

1. The statistics presented in the various sections of the appendix are not 
coordinated and in a number of instances seem to be in direct conflict. Many of 
the statistics used are representative only of the largest retail concerns, but are 
posed as full industry averages. 

The base periods for some of the indexes used are selected to justify con- 
clusions desired, where a more logical base year would show different results. 

3. Certain of the indexes are predicated upon a 1948 basis, 7 years ago—to 
forecast current earnings. 

4. Nomenclature for different segments of the retail trade varies between 
sections of the report. 

5. Many statistics presented and conclusions drawn are based upon estimates 
and personal assumptions in the absence of any existing indexes. 

5. The adequacy of sampling used is usually not indicated nor are adequate 
descriptions of terms given. Most wage statistics presented are predicated upon 
average earnings and not upon minimum starting rates which are the ones intended 
to be controlled. 

The following specific examples of the inaccuracy of the statistics are also 
noted: 


1. Increase in average earnings 


On page 28, appendix VII, an extract from a United States Department of 
Labor report entitled “Trends in Average Hourly Earnings in Retailing Com- 
pared With Other Industries,” is set forth. It states that in recent years the 
average hourly earnings in retailing have not risen as much as in other indus- 
tries. To justify this statement, 1947 was selected as the base year, with the 
result that gross earnings in retailing increase 43 percent against an average earn- 
ing increase for all manufacturing of 47 percent. However, if a more logical 
base, namely 1945, representing the end of the Second World War, is selected, 
increases in pre sent gross earnings have been 73.5 percent for manufacturing as 
compared with 82 percent for the retail trade as a whole, and a 95.5 percent 
increase for department and specialty stores. 
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2. Payroll percent to sales 


On page 35, appendix VIII, section 1, the statement is made that the total 
payroll for 1948, as shown by the Census of Business, 1948, for multiunit firms 
was equivalent to 12 percent of total sales and that the corresponding ratio for 
general merchandise stores was 14spercent. However, studies made for the 
NRDGA by the Harvard Graduate School of Business Administration, which 
include both multiunit and independent retail and department stores of all sizes, 
have consistently shown a higher percentage of payroll costs to sales. For ex- 
ample, in 1948, 17.3 cents out of each sales dollar went for payroll. Since that 
date, and with only one exception, payroll costs to sales in department and spe- 
cialty stores have steadily risen, reaching the alltime high of 18.4 percent in 1952. 


3. State minimum wage laws 


On page 97, it is stated, ‘‘Minimum wage laws cover retail workers in only 
22 States and the District of Columbia and in 14 of these States, the minimum 
wage applies only to women or to women and minors.’ The statement is silent 
on the fact that 10 States have equal pay laws, intended primarily to see that 
women receive the same pay as men for comparable quantity and quality of work, 
but which also assures that men are not paid less than women. It would be 
entirely naive thinking that employers generally could and would hire men workers 
at a lower rate than women for the same job duties or that men themselves, under 
normal circumstances, would accept a lower rate of pay than women. 


IV. THE ESSENTIALLY LOCAL CHARACTER OF THE ENTIRE RETAIL INDUSTRY 


We find nothing in the testimony or statistical data submitted which indicates 
or confirms the basic need for minimum-wage protection for employees of establish- 
ments operating more than 5 units, or whose annual sales exceed $500,000 or, 
in fact, to any portion of the retail industry. There is nothing in either the state- 
ment or appendix which, in our opinion, proves that establishments above the 
cutoff point are any less local in operation, than establishments operating below 
these cutoff points. 

To our knowledge, the substantial majority of retail establishments, regardless 
of the number of units, annual sales volume or type of ownership, determine their 
minimum wages, hours of employment, and basic working conditions at the local 
level in competition with the local labor market. The success of every retail 
establishment, both above and below these cutoff points, depends upon the cus- 
tomer’s acceptance and backing. Each separate unit is an entity unto itself, 
especially with respect to obtaining qualified employees. Both large and small 
retailers in the same local area compete not only in sales, but also in the labor 
market. Large and small alike must be competitive in wages and hours worked. 
If they are not, the worker will seek the higher paying job and the low-paying 
employer will attract substandard employees. Those establishments above the 
cutoff point will suffer the burden of increased costs, while those below will suffer 
from an inability to attract qualified employees. 

Consequently, partial coverage of the retail industry will almost certainly 
operate to inflict serious damage upon the entire retail industry, large and small 
alike. Partial coverage, by means of an arbitrary cutoff point, would divide the 
industry and merely represents a foot-in-the-door policy, laying the groundwork 
for later extension to the entire industry. The proponents of partial coverage 
are, in reality, conceding the basic validity of the retail exemption, but on the 
other hand are attempting to appease those groups to whom they are beholden. 


Vv. CONCLUSION 


We, therefore, restate the position of the National Retail Dry Goods Associa- 
tion. We are opposed to suggested legislation which would place some of the 
employees in local retail establishments under wage-and-hour controls and exempt 
others. We insist that if and when minimum-wage legislation is needed for the 
retail and service trades, it is properly within the province of the States and not 
the Federal Government to legislate. We strongly urge the retention of the 
present retail exemption. 
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STATEMENT BY Puitip TALBOT IN BEHALF OF THE NATIONAL Retait Dry Goons 
AssocriaTIoN, May 8, 1956 


The National Retail Dry Goods Association is a voluntary trade association 
representing over 7,000 retail department and specialty stores located in every 
State of the Nation. Its membership includes single establishments; stores with 
one or more branches; and multiple-unit stores maintaining central offices and 
warehouses. 

The purpose of this statement is to set forth the association’s position in regard 
to proposed elimination in whole or in part of the specific exemptions granted 
to the retail industry under the existing sections 13 (a) et) and 13 (a) (2) of the act. 


I. THE ASSOCIATION’S POSITION 


The association strongly opposes any legislation designed to eliminate the 
present retail exemption, or to amend the exemption so as to encompass certain 
segments of the industry within the coverage of the act, on the basis of annual 
sales volume, the operation of units in several States, or by any other arbitrary 
classification. 

In essence, the association is in favor of complete retention of the retail exemp- 
tion in its present form, 

II. CONGRESSIONAL INTENT 


The expressed intent of Congress in initially adopting a Federal wage and hour 
law was to eliminate in industries engaged in commerce or in the production of 
goods for commerce, without substantially curtailing earning power or employ- 
ment; the spread of labor conditions detrimental to the maintenance of a minimum 
standard of living necessary for health, efficiency, and general well-being of 
workers. In addition, to remove any burden on commerce and the free flow of 
goods, that might grow out of unfair competition, and interference with the 
orderly and fair marketing of goods. 

The need for Federal wage and hour laws stemmed from the inability of the 
States to enact legislation to effectively eliminate or control the above evils, on 
ane commerce, which Congress recognized as existing in the Nation as a 
whole. 

Congress, however, possessed the wisdom to recognize that a Federal wage and 
hour law was not only unnecessary, but would in fact have a deleterious effect 
upon certain intrastate industries. One of these industries was retailing. Congress 
was aware of the essentially local character of the retail store and cognizant of the 
fact that the evils sought to be eliminated by the FLSA did not stem from the 
retail industry, but were directly attributable to the manufacturing and producing 
industries, whose goods flow into the stream of interstate commerce. Conse- 
quently, Congress granted a complete exemption to the retail industry. 


III. THE NATIONWIDE CHARACTER AND IMPACT OF THE MANUFACTURING AND 
PRODUCING INDUSTRIES AS OPPOSED TO THE ESSENTIALLY LOCAL CHARACTER 
AND IMPACT OF RETAILING 


The existence of substandard wages and hours in a manufacturing industry in 
one part of the country has a depressing effect on the entire country. The pro- 
duction of goods by utilization of cheap labor in one section may effectively 
eliminate from competition a manufacturer in another section unable to secure 
cheap labor. As a result, the depressed conditions rampant in one section spread 
throughout the entire Nation through the medium of interstate commerce, This 
situation gives rise to additional evils. The manufacturer able to obtain cheap 
labor tends to secure a domination and monopolistic control over his industry 
with the result that the depressed conditions in his area are perpetuated and 
manufacturers in other sections, unable to compete, are forced to withdraw from 
competition. Dislocation of labor and curtailment of the flow of goods into 
interstate commerce are the inevitable result. The roots of the evil which Con- 
gress intended to alleviate by enactment of the FLSA are embedded in this type 
of situation. 

The essentially local character of retailing and the complete divorcement of 
its operations from the stream of interstate commerce is easily demonstrated, 
The essential function of a retail store is to distribute goods to the ultimate con- 
sumer. The goods which the retailer so distributes have in most instances been 
produced and manufactured in industries which are covered by the FLSA. The 
evils previously described as stemming from the manufacturing process have 





























FAIR LABOR STANDARDS ACT 113 


already been eliminated. The merchandise in the hands of the retailer has been 
finally removed from the stream of interstate commerce. 

The retailer must now market the goods in his highly restricted area. The 
orice he has paid for the merchandise already bears the effect of the FLSA, 

he price he receives from the ultimate consumer will also reflect this. The 
ultimate price to the consumer, in addition, will reflect the overhead of the 
individual retailer. This overhead is to a large extent determined by his direct 
labor costs. 

The retailer’s labor cost is subject to keen local competition. The retailer 
must pay the going price in his area for labor in order to secure employees to man 
his store. The wages paid to and the hours worked by his employees are entirely 
dependent on the conditions existent in his local trading area. 

The wide variations in the State minimum wage and hour regulations applic- 
able to retailing testify to the variety of conditions existing in the States. The 
variation of the wages and hours in different areas of the same State further 
points up the very diversity of conditions within the individual States. 

The evils of monopolistic control, unfair competition, interference with the 
orderly and fair marketing of goods, and the burden of commerce and free flow 
of goods clearly do not arise as a result of conditions in the retail industry. 

The price charged by a retail merchant in California for a hat, dependent 
on his competitive wage scale, has not a single solitary effect upon the price 
charged for the same hat by a merchant in Maine, or any other place in the 
United States. Certainly, if the California merchant retails the hat at a cheaper 
ar than the merchant in Maine, it is ridiculous to assume that people from 

aine will travel to California to buy a hat. To narrow the example, diversity 
of price within proximate cities in the same State certainly will not cause a move- 
ment from one city to the other. 

The retailer must meet the competition of other merchants in his immediate 
vicinity. The competition between retail merchants is a highly localized matter. 
It must follow that variation in local retail conditions has no effect whatsoever 
on interstate commerce, 


IV. THE WISDOM OF STATE CONTROL 


Currently 23 States, Alaska, the District of Columbia, and Hawaii have 
minimum wage legislation applying to retailing. In almost three-fourths of these 
States and Territories, special minimum wage regulations, tailored to the character 
and needs of retailing and its employees, now exist. The variations in hours of 
work, in minimum wages imposed, and employment opportunities for students 
and beginners reflect the localized character of retailing and the variations of 
needs and controls considered appropriate to maintain fair working standards. 

Twenty States, within their current legislative sessions, have or are giving 
consideration to the problem of minimum wage and hour legislation and the 
need therefor. Several States have recently increased their retail minimums to 
meet current conditions, others are in the process of doing so. We believe that 
this clearly demonstrates the ability as well as the inclination of these States 
to regulate intrastate and local business as and when action is needed. 

Those jurisdictions which have refused to adopt any minimum wage and hour 
laws applicable to retailing have obviously deemed the imposition of such mini- 
mums unnecessary. Certainly no one can challenge the “expertness’” of the 
citizens of a particular area in evaluating the conditions under which they live 
and work. If improvements were deemed necessary, then certainly the people, 
acting through the democratic process, would have taken steps to obtain enactment 
of minimums. 

To remove the retail exemption and apply a uniform standard to retailing, 
would in effect substitute the judgment of a central authority, not only as to 
varying conditions in the 48 States, but to varying conditions in many parts of 
the same State, for the judgment of each individual State as to its own conditions. 
Such a situation can only lead to chaos. The wide variation and in fact the 
absence of minimum wage regulations in some of the 48 States is a testimonial to 
the validity of the retail exemption. 

The imposition of a Federal retail minimum would constitute a direct encroach- 
ment not only on the right of the States to regulate their own affairs, but a direct 
attack upon the wisdom and judgment of the citizens of these areas, as to the 
need for such regulation. 
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Vv. THE DEMONSTRATED ABILITY OF THE STATES TO EFFECTIVELY REGULATE RETAIL 
WAGES AND HOURS 


We do not here propose the addition of a retail exemption to the present act, 
but urge retention of a provision which has been part of the act since its inception. 
Congress has consistently recognized the validity of the retail exemption, in the 
initial enactment of the FLSA in 1938, and subsequently in 1947 and 1949, when 
the exemption was reviewed and the original verdict substantially confirmed. 
We are not in the position of attempting to predict the effect of a new provision, 
but are able to accurately set forth the actual results of the present exemption 
based on past performance. We firmly believe that on the basis of past per- 
formance, the States have clearly shown their ability to properly and effectively 
control retail wages. and hours when need has been demonstrated. 

A simple method of demonstrating this fact is to compare wages in the manu- 
facturing and producing industries (largely covered), with wages in the (largely 
exempt) retail industry. 

As shown by the Bureau of Labor Statistics in its employment and earnings 
reports, from 1939 to 1950 manufacturing wages rose 121 percent, while wages in 
retailing rose 117 percent. This indicates an almost parallel rise in both indus- 
tries. From 1950 to the present, wages in the manufacturing and retailing indus- 
tries have maintained an exact parallel—both showed a 30 percent gain. 

An equally significant parallel in respect to hours worked in the above indus- 
tries has also been maintained. From 1939 to 1950, the average working hours 
in the manufacturing industries fell by 7 percent, while in the retail industry, 
hours worked fell by 5 percent. From 1950 to the present, average hours worked 
in retailing continued to fall, while in manufacturing they showed an increase, 

These facts succinctly point out the influence of a rising economy upon the wages 
and hours of retail employees, and point up the fact that national legislation is not 
needed to protect retail employees and to insure to them the equivalent in wages 
and leisure time inuring to employees in industries covered by the FLSA. 

The advocates of retail coverage urge such coverage as a means of raising 
living standards rather than safeguarding interstate commerce. In our opinion, 
the only real assurance of a continual rise in the living standards of all the people 
lies in an economy based upon free competitive enterprise and labor productivity 
and mobility. 

The inflationary aspect of higher Federal minimum wages should not be over- 
looked. Past increass in Federal minima for covered employees has resulted in 
increased prices all along the line, which are necessitated by increase in payroll 
costs. An upward adjustment in the Federal minimum applies not only to those 
employees earning the minimum, but involves varying increases to those earning 
above. in order to maintain existing wage differentials. 

While an upward adjustment of the minimum rate may increase the purchas- 
ing power of those employees directly affected, nevertheless, it is most significant 
to recognize that such an adjustment also increases prices for the public as a 
whole, a great segment of which is not covered by the act or intended to be covered. 

The continual extension of Federal controls within areas properly reserved to 
the States will soon deprive our economy of these essential ingredients, and deteri- 
oration in our living standards will become inevitable. 





VI. PARTIAL COVERAGE OF THE RETAIL INDUSTRY 


In the past and presently, many schemes have been devised to divide the re- 
tail industry by various arbitrary methods, so as to place a segment of the in- 
dustry under the act, while exempting the remaining segment. Congress has 
in the past, however, wisely rejected these proposals. It has recognized that 
such proposals would result in administrative chaos and amount to nothing 
more than attempts to extend Federal control for political and other self-serving 
purposes. 

The varying proposals have attempted to categorize the retail industry on 
the basis of size determined by a variety of standards. These include sales 
volume, number of units, or the maintenance of units in several States. 

The proposals fail to recognize, however, that regardless of the total annual 
sales volume or the number of units operated by a retail organization, each 
separate unit is an entity unto itself especially in respect to obtaining qualified 
employees. Both large and small retailers in the same local area compete not only 
in sales, but also in the labor market. Large and small alike must be competitive 
as to wages and hours worked. If they are not, the worker will seek the higher 
paying job and the low paying employer will attract substandard employees. If 
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the large retailer is covered by the act, he will suffer the burden of increased costs, 
while the small retailer remaining exempt will suffer from an inability to attract 
qualified employees. As a result, partial coverage of the retail industry will 
almost certainly operate to inflict serious damage upon the entire industry, large 
and small retailers alike. 

In substance, partial coverage represents merely a poor compromise created 
by those who recognize the basic validity of the retail exemption, but desire on the 
other hand, to appease those groups to whom they are politically beholden. 


CONCLUSION 


The National Retail Dry Goods Association urges complete retention of the 
retail exemption in its present form. Elimination of the exemption in whole or 
in part constitutes an encroachment on the rights of the States to regulate their 
internal affairs. 

Retailing is an essentially local industry and as such is properly subject to 
State regulation rather than Federal control. The rights of the States to regulate 
business within their borders should not be preempted by the Federal Govern- 
ment. 





STATEMENT ON BEHALF oF FLortpa-Groraia Cicar Lear Topacco Growers 
AssocIATION, SUBMITTED BY RicHarD J. GARDNER, SECRETARY 


Aveust 17, 1956. 
Re Fair Labor Standards Act, hearings of July 24, 1956 
COMMITTEE ON EpucaATION AND LaBor, 
House of Representatives, Congress of the United States, 
Washington, D. C. 

GENTLEMEN: This statement is filed by the Florida-Georgia Cigar Leaf Tobacco 
Growers Association which is a voluntary association of tobacco farmers in Florida 
and Georgia who grow U. 8. Type 62 cigar leaf shade tobacco. This tobacco is 
grown only in Gadsden, Madison, and Leon Counties in Florida and Decatur and 
Grady Counties in Georgia. The area of production is a compact area and all 
of the counties referred to are contiguous with the exception of Madison County. 
The focal point in the production area is Quincy, Fla., which is an agricultural 
community of some 8,000 persons in Gadsden County, Fla. 

The entire economy of the area is an agricultural one and Type 62 tobacco is 
the main cash crop of the area. 

The history of the industry, the method of planting, cultivating, and harvesting 
might be of value and certainly of interest. The culture of this type of tobacco 
reportedly commenced in Gadsden County, Fla., in 1835, and the first tobacco 
grown under shade was in the year 1898. The seed is put into plant beds in 
January and around the first of April the young plants are transplanted to the 
tobacco shade. Because of the inability to adapt machine methods to this opera- 
tion a great many of the operations are performed by hand. The soil in which 
the tobacco is grown is well prepared and highly fertilized, and within 60 days 
the bottom leaves are ready to be picked or primed. The tobacco is ordinarily 
harvested in 7 primings of 2 or 3 leaves at each priming. This priming is done 
by hand, leaf by leaf, and strung by hand, leaf by leaf, then hung in barns on 
sticks or laths where it is air cured and then tied in hands and placed in boxes 
in this partial cured condition. In this condition the tobacco is in a highly perish- 
able state and goes to the warehouse, or packinghouse, where it is sweated, graded, 
and packed. It must be immediately processed to prevent deterioration. All 
warehouses, or packinghouses are located in the immediate area of production. 
When the tobacco is carried to the packinghouse it is bulked and sweated for a 
period of several months, then sorted, graded, and resweated in bulks and baled. 
All of these steps are necessary in preparing the tobacco for the market. Until 
they have been completed the tobacco not only is in a perishable state, but is 
also unusable and unsalable for manufacture into cigars. Because of the 
perishable condition of tobacco, until it is finally packed, it is necessary that the 
packing operation be carried.out in the immediate area of production. The larger 
growers pack their own tobacco, but the smaller growers are unable to do so for 
two reasons. In the first place the average farmer does not have the facilities, 
or the knowledge, and in the second place, a much larger quantity of tobacco is 
required than the average farmer produces, to be sweated and graded out in a 
satisfactory packing and justify the cost of facilities needed to pack this type of 
tobacco. Therefore, it is apparent that the packing operations are merely inci- 
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dental to the growing operations centralized because of the reasons set forth and 
that the process is a continuous one to prepare the tobacco for market. Nothing 
artificial is added to the leaf, nor is anything done to the leaf except to allow it to 
continue its natural process of curing. Eighty-five percent of the labor used in 
these packinghouses comes from the farms of the tobacco growers. This labor 
continues to live on the farms and is transported from and to the packinghouses 
daily. These 85 percent who live on the farms are year-around tenants and re- 
ceive free housing including wood, water, and in some cases, electricity. There- 
fore, definitely the entire labor is agricultural labor. Many of the 15 percent 
who do not live on the farms during the growing and harvesting season are trans- 
ported to the farms to work there. 

It is the belief of the Florida-Georgia Cigar Leaf Tobacco Growers Association 
that the inequities produced by the case of Mitchell v. Budd reported in 76 Supreme 
Court at page 527 are not within the intent of Congress as reflected by the legisla- 
tive history of the Fair Labor Standards Act and that as a result of this decision 
of the Supreme Court which was rendered on March 26, 1956, that it is necessary 
for Congress to reexamine the exemptions provided by sections 13 (a) (6) and 
13 (a) (10) of the act. It is our belief that it can be clearly and emphatically 
shown to the committee that the planting, cultivating, harvesting, handling, 
bulking, and packing of Type U. 8. 62 tobacco’is a continuous agricultural opera- 
tion necessary in preparing for market a highly perishable agricultural product 
and that all of these operations are performed by agricultural labor. 

It is respectfully requested that the committee inquire in detail into the harsh 
and unwarranted results created by the case of Budd v. Mitchell with a view 
toward providing remedial legislation to restore the original desires and intent 
of the Congress of the United States when it passed the Fair Labor Standards 
Act and provided agricultural exemptions which have now been completely 
emasculated by the Supreme Court’s decision. 

Fioripa-Georaia Cigar Lear Tosacco 
GROWERS ASSOCIATION, 
By Ricuarp J. Garpner, Secretary. 


(Editor’s note: Prepared statement submitted by Rowland Jones, 
Jr., president, American Retail Federation, having been printed earlier 
in Senate hearing, entitled, ‘Amending the Fair Labor Standards Act 
of 1938,” pp. 163-179, is therefore not duplicated herein. Statement 
referred to is filed with the committee and is available for reference.) 
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